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The Advantages We Offer 
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UNITY OF NATION’S BANKING POWER 


THE PRESIDENTIAL PLEA 


HE supreme and immediate task of 
winning the war renders it imperative 
to assemble the financial as well as the 
man power of the nation. The Goy- 

ernment is committed to colossal operations 
which demand an average expenditure of fifty 
millions of dollars a day. Billions must be 
raised from current income, savings and the 
ingenious, wise employment of credit and 
reserve funds. The nation cannot afford to 
grope blindly on uncharted seas. Financial 
and banking machinery must be operated, pre- 
cisely as our military and naval forces, as a 
unit with precision and common purpose. 
Mobilization of national bank, state bank and 


trust company resources is dictated not only by’ 


patriotism but by prudence as well. Financial 
and economic efficiency must be carried to the 
highest stage in order to facilitate huge Govern- 
ment loan operations. It is of equal importance 
that the orderly contrivances of banking and 
credit shall not be crippled, that legitimate 
business shall be sustained and that we must 
avoid the fatal consequences of improper ex- 
pansion or inflation. 

Prompted by the spirit of loyal service to the 
nation as well as by such practical considera- 
tions, leading trust companies of New York and 
other important centers have recently pledged 
their support and membership to the Federal 
Reserve system For similar reasons and in 
response to the appeal issued by President 
Wilson on October 15th, other state banks and 
trust companies will doubtless follow their 
example in numbers sufficiently large to convey 


to the jurisdiction of the Federal Reserve banks 
the bulk of banking, gold and reserve resources 
held by State institutions hitherto conducting 
business independently under State charters. 
The great importance of this movement may be 
appreciated by citing a few figures. 

The Federal Reserve Banks reported Oct 
19th total gold reserve of $1,471,539,000 which 
is nearly equal to one-half the total stock in the 
country. Admission of eligible State institu- 
tions is expected to add at least $600,000,000 
to this amount, not taking into account gold 
and gold certificates shipped by member as well 
as non-member banks and trust companies in 
exchange for Federal Reserve notes. 

The following table shows the number, 
capital, surplus and undivided profits and gross 
resources of the trust companies and state 
banks which have acquired membership in the 
Federal Reserve system and which have applied 
for membership more recently, including leading 
New York trust companies, as announced up to 
October 18th, 1917: 


Trust Companies and State Banks in 


Federal Reserve System 
No. of Surplus 
Banks and and Un- 
District Trust Cos. Capital divided Profits 
Boston. 7 $10,300,000 $10,275,000 
New York.... 17 63,950,000 106,465,147 
Philadelphia. 2 3,500,000 9,299,384 
Cleveland... 3 4,700,000 11,406,607 
Richmond. 8 1,740,700 412,900 
Atlanta.. 7 2,805,000 2,538,750 
Chicago 27 =22,285,000 19,543,516 
St. Louis 6 10,750,000 14,500,000 
8 
7 
0 
1 


Total 
Resources 
$232,528,220 
1,880,828,957 
85,858,044 
112,078,100 
8,572,391 
36,366,162 
433,652,840 
149,087,326 
14,240,000 
63,975,595 
9,117,321 
1,493,790 


106 $125,615,700 $177,505,954 $3,027,798,74 


Minneapolis 1,845,000 545,000 
Kansas City 2,855,000 2,310,000 
Dallas.... 1 835,000 155,650 
San Francisco 50,000 100,000 


Total 
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The trust companies alone command ap- 
proximately nine. billions of ;the country’s 
banking power. A recent statement issued 
by the Comptroller of the Currency places 
the combined resources of National, savings, 
State banks and trust companies at  thirty- 
seven billion dollars. Of this aggregate the 
National banks, on September 8th reported 
$16,543,000,000. Of the 28,000 banks of all 
kinds in the United States not less than 20,000 
are State institutions, holding approximately 
$21,000,000,000, equal to 60 per cent. of the 
banking power of the United States. Of the 46 
million deposit accounts in all banks the State 
institutions hold not less than 30 millions. 

Although the number of State institutions 
which have become members of the Federal 
Reserve system or have applied for admission, 
up to October 18th, including the big New York 
trust companies, total only 106 of a possible 
9,000 State banks and trust companies eligible 
to membership, their resources represent 
$3,027,798,746. To this total $1,680,958,362 
is contributed by the eleven trust companies 
of New York City alone, including the Broad- 
way Trust Company which was the first to join, 
and the following companies which have 
recently either been admitted or have filed their 
applications: Guaranty Trust Company, 
Bankers Trust Company, Brooklyn Trust Com- 
pany, Central Trust Company, Equitable Trust 
Company, New York Trust Company, Metro- 
politan Trust Company, Fidelity Trust Com- 
pany, Peoples Trust Company and Franklin 
Trust Company. The combined resources of 
these trust companies is equal to more 
than one-fifth the total strength of the 
trust companies in the United States. This 
does not embrace the Corn Exchange Bank, 
the Utica Trust & Deposit Company and a num- 
ber of other trust companies and State banks in 
the New York district which have acquired 
or applied for membership. 

It is of interest to note that the Girard 
Trust Company of Philadelphia has applied 
for membership, being the first institution 
in that district to take such action, with the 
Commercial Trust Company a close second. 
Mention has already been made in Trust 
Companies of the important trust companies 
located in Chicago, Boston, St. Louis, Cleveland, 
Denver, New Orleans and other cities which 
had previously become members. The resources 
of all member trust companies aggregates $2,- 
646,000,000, or over 35 per cent. of combined 
resources of the trust companies of the country. 


EXERCISING TRUST FUNCTIONS 
EXCLUSIVELY 


VERY vital consideration must be kept 
in view in regard to the relation of trust 

companies to the Federal Reserve sys- 
tem. It is the distinctive position of trust com- 
panies which exercise banking powers and the 
trust companies which confine themselves en- 
tirely to fiduciary functions, receiving neither 
checking accounts or handling commercial 
paper through discount or purchase. 


It is regretable, but true, that the sweep of 
recent events has failed to take due cognizance 
of the essential distinction between banking and 
trust business. The pressure upon trust com- 
panies to become members of the Federal 
Reserve system is also an incentive to enter 
more freely into commercial banking business 
in order to substitute for so-called “frozen” 
credits the character of paper which is eligible 
for rediscount at the Federal Reserve banks. 
In so far as a trust company is engaged in active 
banking business, with demand deposit liabili- 
ties, such tendency is doubtless desirable and, 
in times like the present constitutes a factor 
of added safety and advantage. The grant 
of trust powers to national banks also renders 
it necessary for trust companies in many com- 
munities to exercise full banking powers. 

The situation is different as to trust companies 
which, either by law or by adherence to tradi- 
tional policies, confine themselves to their trust 
functions. No less an authority than Governor 
Harding of the Federal Reserve Board has stated 
that he could see no possible advantage to trust 
companies of that type coming into the Federal 
Reserve system, either to themselves or as a 
matter of public duty. It may be that some of 
the so-called ‘‘old line” trust companies will 
choose to extend their powers and become 
members. In those states where trust com- 
panies are by law restricted to fiduciary business 
they are protected against the granting of trust 
powers to national banks in accordance with 
the interpretation of the U.S. Supreme Court. 
Moreover, there is no apparent reason why 
trust companies of the old conservative type 
should either, for reasons of patriotic duty or 
direct advantage, apply for membership in 
the Federal Reserve system. Their command 
of public confidence and future development is 
enhanced by the fact that they give undivid- 
ed attention to their business as corporate 
trustees. 
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TAXES AND SECOND ISSUE OF 
*U. S. PREFERRED” 


UR people as well as the banking ma- 

chinery must be mobilized for the 

business of war. This has been brought 
home to us more forcibly by the sinking of an 
American transport and the crumbling resist- 
ance on Russian fronts It was unfortunate, 
but perhaps unavoidable, that the second 
Liberty Loan campaign and the sweeping 
program of war taxation were launched con- 
temporaneously. The slow rate at which sub- 
scriptions came in during the earlier stages of 
the campaign was in large measure due to the 
perplexities of corporations, holders of stocks 
and bonds, professional men and others affected 
by the crudely devised tax laws. Corporations 
are at loss as to what part of their earnings to 
set aside for taxes. The individual does not 
know what proportion of his income is his own 


or belongs to the Government. At the same 
time “General Apathy” is still abroad in some 
sections. 

Banks, trust companies and financial interests 
have again demonstrated their loyal patriotic 
devotion in the conduct of the second Liberty 
Loan campaign. The work of the men in the 
trenches may be hazardous. It is hardly more 
soul-trying or vital in this great crisis than the 
task which banks and trust companies are per- 
forming. Along with carrying and financing 
the bulk of the new Liberty Loan issue they 
must untangle the snarl of taxation for their 
own and customers’ accounts; they must keep 
their own powder dry and shoulder multifarious 
duties in keeping business running at high 
pressure without collapse of credits or values. 
Their public zeal certainly stands forth in clear 
contrast to the members of Congress who voted 
themselves immunity from the tax on indi- 
vidual incomes. 





MEMBERS OF THE SECOND LiBERTY LOAN COMMITTEE OF NEW YORK CONDUCTING THE CAMPAIGN 
To Raise 1% oF tHe 5 BILtion NEw War Bono Issue 


Seated from left to right: Allen B. Forbes, Harris Forbes and Co.; Chas.V. Rich, Vice-Pres. National City Bank; Seward 
Prosser, Pres. Bankers Trust Co.; Jacob H. Schiff, Kuhn, Loeb and Co.; George F. Baker, First National Bank; 
Benjamin Strong, Gov. Federal Reserve Bank; James F. Curtis, Sec. Federal Reserve Bank; James 8. Alexand€r, Pres. 
National Bank of Commerce; J. P. Morgan, J. P. Morgan and Co.; Martin Vogel, Asst. Treasurer U. S8.; Albert H. 
Wiggin, Pres. Chase National Bank; James N. Wallace, Pres. Central Trust Co.; Gates W. McGarrah, Pres. Mechanics 
and Metals National Bank. 

Standing from left to right: Charles H. Sabin, Pres. Guaranty Trust Co.; William Woodward, Pres. Hanover National 
Bank; Walter E. Frew, Pres. Corn Exchange Bank; E. C. Gray, Asst. Secretary Guaranty Trust Co.; Arthur M. 
Anderson, J. P. Morgan and Co.; Guy Emerson, Vice-Pres. National Bank of Commerce 
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A SINGLE HEART AND PURPOSE 
T HIS is not a time for hesitation or fault- 


finding. The Administration, however, 

should be the first to welcome honest, 
constructive criticism. The people are called 
upon to provide the Government with not less 
than 21 billions of dollars by means of loans 
and taxes for the first year of warfare. They 
are entitled to the assurance that this vast sum 
will be wisely, economically and efficiently em- 
ployed. Because of the great issues at stake 
all partisan motives and sectional interests must 
be cast aside. The best financial, business and 
banking talent must be enlisted to prevent the 
waste, extravagance and inefficiency to which 
the cumbersome machinery of government is 
exposed, particularly in such a great emergency 
as now confronts the nation. 

Our big men of business and finance have 
responded nobly to the demands made upon 
them. But there is a well-grounded feeling 
that the Administration, while welcoming their 
assistance and advice, still maintains toward 
them that “keep your distance” attitude which 
was so marked before war broke out. For 
example, Secretary McAdoo of the Treasury 
has proven himself a public official of high pur- 
pose and remarkable efficiency but his herculean 
task is such as to well warrant the active co- 
operation as well as counsel of men who are 
skilled in the refinement of finance and credit. 

The people may also justly demand that pol- 
icies of legislation and taxation in Congress 
shall be guided by higher claims than those of 
“home constituencies.” The responsibility 
which rests upon the Democratic majority and 
the southern members who control legislation 
was put with commendable frankness by Mr 
F I, Kent in his address recently before the 
Southern Commercial Conference in this city 
when he said: 

“We recognize today that a single purpose pre- 
vails among all our people, and, in the light of 
that belief, we ask you of the South to come to the 
aid of our country in the ways that you only at 
the moment have power to do We ask that you 
demand of those of your Representatives in 
Congress, who, through ignorance or in the fancied 
belief that they were carrying oul your wishes, have 
stood for the passage of ill-advised tax legislation, 
that they return to Congress in December and 
correct those things which have caused men of 
affairs throughout the length and breadth of this 
country to stop and wonder if their power to help 
our Government in its great emergency has been 
taken from them” 


THE BANKERS’ ‘*WAR COUNCIL” 


HE most solemn and important feature 
of the recent Atlantic City convention 
of the American Bankers’ Association 
was the pledge of 3000 delegates from North 
and South, East and West to give united sup- 
port to the Government in solving the financial 
problems of war. This was the all-absorbing 
theme of discussion and of the eminent speakers. 
It was also the central purpose of formal action 
in extending the scope of association work for 
the ensuing year. Committees were appointed 
to join in the work of developing the broader 
use of acceptances, in the extension of financial 
and trade relations with Latin-American 
countries, to carry on the “banker-farmer” 
movement, to support railroad credit and urge 
membership in the Reserve system. 

The question of membership in the Federal 
Reserve system was the principal topic at the 
Trust Company section and State Bank Section 
meetings, with notable addresses by Breckin- 
ridge Jones, Frank W. Blair and Governor 
Harding. The Committee of Twenty-five was 
reduced to a committee of five with instructions 
to bring about, if possible a modification of the 
Federal Reserve collection plan so as to admit of 
reasonable exchange charges. The Insurance 
Referendum Committee was also continued. 





& & 


REDISCOUNT ON SECURITIES 
AS COLLATERAL 


EFORE the close of the last session of 
Congress a bill was introduced by Senator 

Calder and referred to the Senate Com- 
mittee on Banking and Currency which pro- 
vides that Federal Reserve banks may make 
advances to its members on their promissory 
notes for a period not exceeding 15 days by the 
deposit or pledge of bonds or notes of any 
railroad, industrial, public utility corporation 
or municipality which the Federal Reserve 
Board may deem proper security as collateral. 
This measure was endorsed at the recent annual 
meeting of the Trust Company Section Amer- 
ican Bankers’ Association at the recent annual 
meeting in Atlantic City. 

It recognizes the valuable principle of the 
Aldrich-Vreeland Act which tided over the 
banks during the serious period of currency 
shortage immediately following the outbreak 
of war. Enactment of the Calder amendment 
is regarded as a step which would induce 
Federal Reserve membership on a broad scale. 
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DEFEND THE STATE BANKING 
SYSTEM 


LIGNMENT of State banks and trust 
A companies with the Federal Reserve 

system is commendable in so far as their 
business affects the commerce of the country, 
helps to centralize gold and reserve resources 
and strengthen the fabric of credit especially 
during the strain of war. The Administration 
at Washington, however, is not actuated by 
such motives solely in calling upon State 
institutions, in the name of patriotism, to enter 
the Federal fold. In fact, no opportunity is 
being overlooked to deal a fatal blow to the 
State system of banking which has survived 
every crisis since the birth of this republic. It 
is true that the State banks and trust companies 
entering the Federal Reserve system retain their 
State charters and all their rights and powers 
are safeguarded by statutory enactment. The 
spokesmen of Federal control, however, make 
no secret of their desire to make the Federal 
charter so comprehensive and attractive as to 
induce State institutions to eventually give up 
their State charters. The broadening of 


National bank functions and the efforts already 
under way to remove any special advantages 
which have been accorded the State banks and 
trust companies to induce them to become 
members, is ample evidence. Bills have already 
been presented in Congress, or will be forth- 
coming, to extend the limitation on National 
bank loans, modify restrictions as to loans on 
real estate, confer powers as guardian and 
receiver, etc. 

Defense of the State banking system is not 
based upon the grant of special privileges to 
State institutions denied to National banks. 
It should be sacredly guarded because it is the 
balance wheel and the bulwark against the 
rising menace of centralized political control of 
banking The Federal Reserve system has 
been notably free from such influence but the 
time may come when its policies, its favors and 
patronage will be dictated by politicians instead 
of by men of high purpose and practical ability. 
With all banking power under single Federal 
control the temptation to employ its vast powers 
for partisan purposes may prove irresistible, 
especially under our changing form of party 
government. 





How Watt Street Keeps Score oF Liperty LOAN PROGRESS 
Monster clock in front of the Sub-Treasury which registered the hourly and daily growth of 
subscriptions to the second Liberty Loan. To the left may be seen the Bankers Trust Company 
Building with huge “If You Can’t Enlist, Invest’’ placard 
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CALL TO OWNERS OF RAILROAD 
SECURITIES 


HERE is a call for vigorous and concerted 
43 action on the part of banks and trust 

companies which is hardly less compell- 
ing than the demand to support the war 
finances of the Government. It is the necessity 
of protecting the nation’s carriers and that great 
body of individuals, savings depositors, policy 
holders, charity, educational and financial 
institutions which are directly or indirectly 
concerned in the conservation of railroad se- 
curity values. 

The Government has been more than gener- 
ous toward farmers. It has been indulgent, to 
a fault, toward labor. It is now employing all 
the agencies at its command to stimulate war 
production and food supply. The railroads, 
however, which are as vital to a nation in time 
of war as the heart is to the human body, con- 
tinue to stagger along under the disciplinary 
yoke. Confronted by extraordinary demands 
for transportation of freight and troops, with 
equipment and roadbed impaired by insufficient 
financial nourishment, with high cost of ma- 
terials and labor adding their crushing weight, 
the Administration apparently must not only 
deal fairly but generously with the railroads. 
The responsibility does not rest upon the Inter- 
state Commerce Commission. We must look 
higher up. A word from those clothed with 
authority at Washington is all that is needed. 

To ignore the present plight of the railroads is 
not only fatal to transportation efficiency. It 
deprives hundreds of thousands—nay millions 
of our people of the means to subscribe more 
freely to war bonds by cutting off their sources 
of income. Nineteen of the largest railroad 
systems have suffered $990,000,000 depreciation 
within the last year on their outstanding 
capitalization of $3,500,000,000. The net earn- 
ings of all the railroads during the first half of 
1917 were $207,000,000 less than during the 
same period last year. The increased coal bill 
alone accounted for $80,000,000 added cost. 
Wage increases, due largely to the operation of 
the Adamson eight-hour law, represented 
another $62,000,000 additional burden. Prices 
of materials for maintenance and equipment 
have gone up beyond all precedent. Invest- 
ment capital has been withheld. Taxation 
compels the holder of railroad securities to cash 
in and find refuge in Government bonds or other 
tax-exempt securities promising a higher return. 

Recognizing the urgent necessities of the 
railroads the Interstate Commerce Commission 


has granted another hearing on applications for 
rate increase. To put the railroads in position 
to get back on their feet, to put a stop to the 
agitation for Government control and again 
attract investment capital it is necessary to 
enlist the united action of the millions who are 
affected by the safety of railroad securities. 
At the last annual meeting of the Trust Com- 
pany Section a strong appeal was made for the 
co-operation of trust companies by Mr. 8. 
Davies Warfield, president of the Continental 
Trust Company of Baltimore and president of 
the newly organized National Association of 
Owners of Railroad Securities. The Section 
passed a resolution supporting the purpose of 
this organization and calling upon trust com- 
panies to join. The American Bankers Associa- 
tion also responded by adopting a similar 
resolution. Trust Compantres expresses the 
hope that the call will be heeded. 


mm & 


EXEMPTING BANK BOND 
HOLDINGS 


LTHOUGH tabled by the convention of 
the American Bankers’ Association the 
motion made by the new President, Mr. 
Charles A. Hinsch of Cincinnati, urging an 
amendment to exempt United States bonds 
from taxation when held by incorporated banks, 
is worthy of serious consideration. As stated 
by Mr. Hinsch the existing law exempts such 
bonds in the hands of individuals and in the 
hands of everybody except banks. He pointed 
out that such exemption, extended to banks, is 
proper because the banks will be expected to 
underwrite practically all of the Liberty Loan 
bonds which may not be taken by the public, 
thus adding a heavy burden to the already 
weighty responsibilities which the banks of 
the country have to negotiate. Mr. Hinsch 
furthermore explained that such exemption 
should apply to Government bonds where held 
either by the bank orby shareholders where the tax 
is laid upon the banks and supposed to be paid 
by shareholders, but actually paid by the banks. 
The motion to secure the approval of the con- 
vention was transmitted by Mr. Hinsch at the 
request of the President of the National Bank 
Section and after consulting Secretary McAdoo 
on the proposition, who received the suggestion 
with favor. The objection voiced by Mr 
Goebel that such action might invite public 
criticism would hardly seem to weigh against 
the fact that banks have given such splendid 
demonstration of loyalty and sacrifice. 
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LEGACY OF WAR 
iN S an epitome of the financial 


and economic aspects of this 
great war the booklet re- 
cently issued by the Mechanics and 
Metals National Bank of New 
York, entitled “The Cost of the 
War” is a_ truly impressive and 
remarkable document. It is suffi- 
ciently staggering to the imagina- 
tion to say that this war is now 
costing the nations of the world 
$6,500,000 an hour and $160,000,- 
000 a day; that the total expendi- 
tures already exceed one hundred 
billions of dollars and that 53,000,- 
000 men are actively engaged in 
this colossal struggle. These figu- 
res, however, tell only a part of the 
story. They do not comprehend 
the loss and impairment of human 
life, the actual destruction of pro- 
perty in the battle-scarred zones, 
the lands laid waste, the diversion 
of constructive forces to warfare, 
the check to civilization, progress, 
law, literature, art, religion and 
every branch of civilization. 
Nevertheless, this war, like many 
of the fateful crisis in human his- 
tory is destined to offer its rewards. 
Economic losses will be offset 
when Democracy shall triumph and 
freemen walk abroad in the light 
of a new day of moral, social and 
spiritual regeneration. It is indeed refreshing 
to note that the author of the splendidly written 
booklet, for which we are indebted to the 
Mechanics and Metals National Bank, is ani- 
mated by this hopefulness after casting up 
such a picture of war's crushing burdens, 
when he says: 


LAUNCHING 


‘*Science has learned much in this war that 
will be of service later on. War's lessons, 
curiously, always are one of the offsets of 
war. Experience has shown that the develop- 
ment in science and the growth of human 
efficiency, coupled with the marvelous de- 
velopment of the earth’s resources, counter- 
balanced the evil imposed by other wars, 
and stimulated growth. 

**In considering those circumstances which 
will contribute to determine the future welfare 
of the nations, the wonderful ability of human 
kind to rise from misfortune must not be 
forgotten. Heretofore the phenomenon has 
been of recurring experience that people re- 
covered with amazing rapidity from the 
devastating effects of war. Witness the 
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THE SECOND LipeERTY LOAN CAMPAIGN IN WALL 
STREE! 


people of Europe after 1815; the people of the 
United States after 1865. Holland, early in 
the seventeenth century, after its long and 
exhausting war with Spain, forged rapidly 
forward as a world power. Germany, in the 
same century, after the Thirty Years’ War 
had despoiled its land and-laid it waste as few 
lands ever were laid waste by war, grew strong 
and went into meteoric ascendancy among the 
nations of Europe. 

“Great as this war has been, and destructive 
and wasteful, may it not develop, as hereto- 
fore, that economy, science, invention, 
education, industrial organization and de- 
velopments in transportation and banking, 
applied with stern devotion, will counter- 
balance its legacy and permit the world to 
grow as it grew in the past? War in its primi- 
tive state was offset by primitive methods. 
War in its modern state will be offset by 
modern methods. Whatever this war has 
done, higher efficiency and organization have 
proceeded out of it. The people of civilized 
nations were never before so thoroughly 
ordered; their energy was never so co-ordinated 
in common action.” 





DUTY OF ADMINISTERING 
INCOME 


HETHER payment of income is to be 
made directly by the trustee to an infant 

or by the trustee to a guardian and then 
to the infant resolves into the practical question 
of whether the income of the fund shall be sub- 
jected to the payment of one or two sets of 
commissions and who shall be the judge of the 
ward’s requirements from time to time. The 
decision of the New York Appellate Division, 
First Department, in New York Trust Company 
v. Black, 178 N. Y. App. Div. 4, Justices 
Laughlin and Page dissenting, is in favor of 
direct payment and the single commission. 

In the majority opinion, Justice Scott says: 
“We are referred by counsel to two cases which, 
if hastily read, would seem to be in conflict. 
They are Gasquet v. Pollock (1 App. Div. 512; 
affd. on opinion below, 158 N. Y. 734), and 
Matter of McCormick (40 App. Div. 73). 
Upon a careful reading, however, the cases may 
easily be reconciled. In Gasquet v. Pollock it 
appears that one Eveline G. Marshall had, by 
will, divided her estate between three daughters. 
To two of them she left shares outright. The 
share of the third daughter, Marie Marshall, 
she gave to her executors in trust to collect and 
receive the income and to apply the same to the 
use of her said daughter Marie. Some years 
after her mother’s death, and after she herself 
had become of age, Marie Marshall was judi- 
cially declared to be incompetent and a com- 
mittee of her person and estate was appointed. 
The income from the trust fund greatly exceeded 
what was necessary for the support and main- 
tenance of the incompetent, and the question 
arose whether the surplus income should be 
paid over to the committee, or whether the 
trustees should retain and accumulate it. It 
was held that the committee, in right of the 
daughter, was entitled to receive the surplus 
income because the effect of the will was to 
give the whole income to the daughter and 
hence that so much of it as it was not necessary 
to apply for her benefit, was her property freed 
from the trust provision. The court said: ‘If 
the daughter was of sound mind she would be 
entitled to have the income applied to her use 
by having it paid over to her as it accrues. 
Being of unsound mind, she is represented by 
her committee, who is entitled to have the 
accumulated income paid over to him.’ The 
opinion did not deal with or deny the right of 
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the trustees to make the application to the use 
of the incompetent of so much of the income as 
might be necessary for her support and main- 
tenance. It dealt only with the accumulated 
surplus income. 


“Matter of McCormick (supra) much more 
closely resembles the case with which we have 
to deal, because it involved a trust for the 
benefit of an infant. In that case one Eliot 
McCormick had by will given a share of his 
estate to two trustees for the benefit of a child 
with instructions to apply the net income to 
the support, education and maintenance of 
said child during infancy, and to pay over the 
principal to her when she came of age. He 
appointed his wife and the two trustees to be 
the child’s guardian Those three as guardians 
applied to the surrogate for an order authorizing 
the application for the support and education 
of the infant of a sum considerably less than the 
income from the trust fund, thus providing 
for the accumulation of a surplus. Such an 
order was made. Later the mother of the 
child claiming to be its sole guardian, as under 
the statute she was entitled to claim (See 
Matter of Kellog, 187 N. Y. 355,358), demanded 
that the whole accumulated income be paid over 
to her, and that thereafter the income as it 
accrued should be paid over to her There she 
raised the same question which the appellant 
raises here. The court denied her application 
as to the accumulated income and the surplus 
thereafter to arise, holding that it was the right 
and duty of the trustees to apply to the use 
of the infant only so much of the income as 
was proper and necessary for her support, 
education and maintenance, holding the surplus, 
if any, to meet the growing needs of the infant 
or for such purposes as might thereafter justify 
its expenditures. 

**The distinction between the cases, as it seems 
to me is this that in the Gasquet case the surplus 
income became the absolute property of the 
adult cestui que trust and could not therefore 
be held under the trust, while in the McCormick 
case, as in this, the income never became the 
absolute property of the infant, but remained 
until her majority subject to the provisions of 
the instrument creating the trust, and trust 
funds of which the trustees retained the legal 
title. As the general guardian of an infant is 


entitled to receive only the property which 
belongs to the infant, it is not entitled to 
receive anything whether principal or income 
which belongs to the trustees ”’ 
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RAMIFICATIONS AND OPERATION OF THE NEW 
FEDERAL INCOME AND ‘‘ EXCESS PROFITS” 
TAX LAWS 


TRUST COMPANIES RELIEVED OF MUCH OF THE BURDEN 


OF ‘‘ WITHHOLDING 


AT THE SOURCE”’ 


ROBERTS WALKER 
Of the New York Bar 





(Eprtor’s Note: The publisher of Trust Companies is privileged to present herewith an an- 


cu 


alysis and legal interpretation of the provisions of the new Federal Income and “Excess Profits” 
tax laws, by one of the members of the New York Bar, especially familiar with the requirements 
of Federal taxation as it touches the various duties of banks and trust companies. He does not 
hesitate to criticise frankly where the crudities and inequities of the new laws justify such com- 
ment. Trust companies, as fiduciaries, will note suggestions of practical value in solving tax 
problems of a complex nature with which they will be confronted.) 


Upon the signature by the President of the 
War kKevenue Act on October 3, 1917, two In- 
come Tax Laws became operative. Persons who 
pay tax upon a sufficient amount of income 
must, therefore, consult the provisions of two 
statutes, in order to ascertain the amount of 
income taxes payable by them. These statutes 
are (a) the Act of September 8, 1916, as 
amended by the Acts of March 3, 1917, and of 
October 3, 1917, and (b) Title I of the Act of 
October 3, 1917. (Mention is also made below 
of the Excess Profits Tax Law, and its effect 
as a tax upon certain incomes. ) 


(a) 1916 Tax Law as Amended 


A number of changes were made in the 1916 
Act by Title XII of the 1917 statute, and sev- 
eral additional sections were added. The rates 
of taxation under the 1916 Act remain un- 
changed. Without attempting to specify every- 
one of the numerous changes made, the fol- 
lowing are pointed out as of especial interest: 
sy Section 1200 of the 1917 Act, Section 4 of 
the 1916 Act is amended so that the income 
from United States obligations (Liberty Loan 
bonds) is exempt from tax only to the extent 
provided in the statute authorizing the issue 
thereof. It will be recalled that the 3% per 
cent. Liberty Loan was made expressly exempt 
from all income taxes, while the 4 per cent. 
Loan is to be exempt from normal tax only. 

Interest on Indebtedness.—Section 5 of 
the 1916 Act is amended so that the interest 
on indebtedness incurred in the purchase of 
tax-exempt bonds (municipal bonds or Liberty 
Loan bonds for example) is not deductible in 





returning net income; and so that income taxes 
and excess profits taxes paid during the year 
may not be deducted in returning net income. 
3ut the same section is somewhat liberalized 
by the addition of a sub-division “Ninth,” so 
as to permit the deduction of contributions or 
giits for religious, charitable, scientific or edu- 
cational purposes to an amount not exceeding 
15 per cent. of the taxable net income as com- 
puted without the benefit of this sub-division. 
It is believed that, for example, Red Cross con- 
tributions will come within the benefit of this 
sub-division. Section 6 of the 1916 Act, relat- 
ing to non-resident aliens, is amended like Sec- 
tion 5, as to deduction of interest on indebted- 
ness and deduction of taxes, but no correspond- 
ing amendment as to contributions or gifts was 
made. 


Personal Exemptions.—Section 7, relating 
to personal exemptions, has been considerably 
amended. An additional exemption of $200 for 
each child dependent upon the tax-payer, if 
under eighteen years of age, or if incapable of 
self-support because mentally or physically de- 
fective, the latter provision being understood, 
pending ruling to the contrary, to include “chil- 
dren” who have passed their majority. These 
exemptions are for the benefit of citizens or 
residents of the United States only, and 
corresponding exemptions for non-resident 
aliens are not provided. 

Returns of Income.—Section 8, relating to 
returns, has been amended so as to provide in 
subdivision (c) that no return of income not 
exceeding $3,000 shall be required from guar- 
dians, trustees and other fiduciaries (except as 
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otherwise provided in Title I of the 1916 Act, 
as amended). Subdivision (e) of the same 
section has been changed so that the exemption 
of interest on Government or municipal bonds 
owned by partnerships shall relate only to such 
bonds as are exempt from tax (for example 
the 3% per cent. Liberty Loan bonds). It is 
also provided that partnerships shall have the 
same privilege of fixing their own fiscal years 
as is accorded to corporations. Subdivision 
(d), providing for the withholding of the tax 
at the source, has been wholly repealed. 

Non-Resident Aliens.—Section 9, subdi- 
vision (b), providing for withholding at the 
source, has been changed to relate solely 
to non-resident alien individuals, and requires 
withholding of the tax upon income other than 
dividends on capital stock or from the net earn- 
ings of corporations, regardless of the amount 
of such income. Subdivision (c) of the 
same section has been amended so that the de- 
duction at the source from coupons on cor- 
porate’ bonds, etc., is tou be made only in the 
case of bonds containing the so-called “tax free 
covenant.” The effect of the changes in regard 
to withholding is considered further on in this 
article. Subdivision (f) of Section 9 is changed 
to provide for information at the source in- 
stead of stoppage at the source, and an amend- 
ment to sub-division (g) the Commissioner of 
Internal Revenue is authorized to provide regu- 
lations for the furnishing of this information. 
Subdivisions (d) and (e) of Section 9, which 
also relate to withholding at the source, are 
repealed. 

Income Tax on  Corporations.—The 
amendments to Sections 10 and 12 relate to the 
income tax upon corporations. The amendment 
to Section 10 deserves anxious consideration by 
managers of corporations. It practically 
amounts to a surtax on corporate incomes. This 
new impost is “an additional tax of 10 per 
centum” upon the undistributed balance or total 
net income remaining six months after the 
close of each calendar or fiscal year. The cal- 
culation to ascertain the total net income is 
the same as is provided by subdivision (a) of 
Section 10 of the 1916 law, excepting that the 
amount of- Federal income taxes paid during 
the calendar or fiscal year are not to be counted 
as part of the income. The only alleviation of 
this extra tax is that it is not to apply to the 
portion of undistributed net income actually in- 
vested or employed in the business or retained 
for employment in the reasonable requirements 
of the business or invested in 4 per cent. Lib- 
erty Loan bonds or subsequent issues; but the 
Secretary of the Treasury has the right to 
ascertain that any portion of. such undistributed 
net income retained for employment in the busi- 
ness is not so employed or is not reasonably 


TRUST COMPANIES 


required in the business, in which case a tax 
of 15 per cent. is to be levied upon the amount 
thus deemed improperly retained. 

Section 13, subdivision (e), which relates to 
non-resident alien incomes, extends all provi- 
sions relating to stoppage at the source of cor- 
porate bond interest to the income on non-resi- 
dent alien firms, co-partnerships, companies, 
corporations, etc., not engaged in business in the 
United States and not having any office or place 
of business in the United States. Section 18 
adds the failure to supply information to the 
several derelictions for which penalties may be 
assessed against any person, corporation or firm 
liable to pay tax, make returns or supply infor- 
mation. Section 26 (as added March 3, 1917) is 
somewhat amended; this is the section requiring 
returns under oath of payments of dividends 
made by all corporations, upon request of the 
Commissioner of Internal Revenue. 


Various New Sections.—New Sections 27 
to 32 inclusive are added to the 1916 Income 
Tax Law. By Section 27 brokers must give 
statements, upon request, of customers and their 
transactions. Section 28 requires the giving of 
information of payments to other persons of 
interest, rent, salaries, wages and other income; 
this section applies to the calendar year 1917 
and each calendar year thereafter. Section 29 
is to the effect that, in arriving at net income, a 
credit shall be given of the amount of any 
excess profits tax assessed in the same fiscal 
year; and in the case of a member of a firm, 
of the proportionate share of the excess profits 
tax imposed upon the partnership. Section 30 
exempts from taxation the income of foreign 
governments received from investments in the 
United States in stocks, bonds or other domes- 
tic securities owned by such foreign govern- 
ment, and also exempts interest on their de- 
posits in American banks. Section 31 defines 
the term “dividends” as used in the 1916 act, 
and the details of this section should be studied 
in making returns and paying tax. Section 32 
forbids the deduction of insurance premiums on 
the lives of officers, employees or others finan- 
cially interested in any trade or business, in 
computing the net income of such business car- 
ried on, by a corporation, a partnership or an 
individual. Section 32 appears to wind up with 
an error. The last words are “Section Nine,” 
but reference to Subdivision (e) of Section 9 
produces a meaningless result, and it is to be 
expected that eventually this law will be 
amended to refer to Subdivision (e) of Section 
Eight, which would lead to a practicable inter- 
pretation. 

The final amendment to the 1916 act is in the 
form of a Section 1212, which permits with- 
holding agents to refund any tax already with- 
held during the calendar year 1917 excepting 
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tax withheld from the income of non-resident 
aliens and (though this exception is practicaily 
meaningless) from interest on bonds containing 
tax-free covenants. 


The 1917 Tax Law 


A further and wholly separate income tax is 
created by Title I of the Act of October 3, 1917. 
The portions of this law relating to natural 
persons relate only to citizens of or residents 
in the United States. The tax is upon incomes 
received in the calendar year 1917 and there- 
after. Like the 1916 tax law, this 1917 income 
tax provides for a normal tax of 2 per cent.; 
and also provides for additional taxes (sur- 
taxes) upon rates which are higher than those 
of the 1916 law. Section 3 provides that the 
taxes shall be paid upon the same basis as 
under the 1916 act, excepting that the exemp- 
tions of $3,000 and $4,000 are to be respectively 
read as $1,000 and $2,000, that returns shall be 
required in the case of net incomes of $1,000 or 
over in the case of unmarried persons, and 
$2,000 or over in the case of spouses, and that 
the withholding provisions of subdivision (c) 
of Section 9 of the 1916 act as amended shall 
not apply to the new normal tax until after 
January 1, 1918, and that thereafter only one 

per cent. normal tax shall be deducted, the 
taxable person remaining liable for any further 
normal tax owed by him. These withholding 
provisions relate only to tax-free bonds and 
non-resident aliens, and are discussed at length 
below. 

Section 4 of the 1917 act provides for a sepa- 
rate and extra corporate income tax of 4 per 
cent. This tax appears to be levied against non- 
resident alien corporations as well as against 
domestic corporations. The total income tax 
on corporations is thus 6 per cent. A pro- 
nounced difference between the method of as- 
sessing the tax under the 1916 law is disclosed 
by the latter part of Section 4, which permits 
the deduction from income of dividends re- 
ceived from stock owned in other corporations 
taxable upon their net incomes. 


Withholding Provisions 


Trust companies will undoubtedly be glad to 
be relieved of the withholding provisions, and 
to cease the custody of money and the book- 
keeping incident to withholding tax from rents, 
interest on mortgages, distributions under 
trusts and all the other items of income (except 
certain interest on corporate bonds, treated else- 
where in this paner). The only such require- 
ment remaining is in the case of non-resident 
alien individuals (see subdivision (b) of Sec- 
tion 9 of the 1916 Act, as amended by Section 
1205 of the 1917 Act.) Except as to these lat- 
ter, the tax has thus become merely a matter of 


keeping records, and can be managed wholly 
within the trust department or the real estate 
department, without involving the “money” side 
of the institution. 

There remains, of course, the responsibility 
to make returns, and the new duty of furnish- 
ing “information” has been imposed. Nor can 
any one foretell how burdensome the “informa- 
tion” features may prove to be. When the in- 
come tax was first under discussion by Con- 
gress, in 1913, many trust company officials 
worked and exhorted in favor of “information 
at the source” instead of Mr. Hull’s pet hobby 
“stoppage at the source.” Their efforts failed, 
but it is interesting and refreshing to see Con- 
gress yielding, in this particular at least, to the 
common-sense method proffered them by the 
bankers over four years ago. 


Interest on Corporate Bonds, Notes, 
Debentures, etc. 

Withholding at the source is, however, still 
required as to interest on corporate bonds, notes, 
debentures, etc., if either (a) the bonds contain 
the tax-free covenant or (b) the interest is 
paid, on any kind of bond, to a non-resident 
alien. The present situation is that various 
regulations of the Department of Internal Rev- 
enue, including a diversity of forms or owner- 
ship certificates, remain in force. Presumably 
comprehensive changes in these regulations and 
certificate forms are to be made in the course 
of time. Meanwhile the best advice that can be 
given to all persons having to do with the hand- 
ling of the income of other persons (where 
such income is subject to tax) is that they con- 
tinue to require the forms of income tax certi- 
ficates exactly as prescribed by existing regula- 
tions. To discontinue the requiring of such cer- 
tificates will probably serve no useful purpose, 
and may result in considerable annoyance here- 
after, should the Department decide to require 
paying agents, fiduciaries, etc., to bring up to 
date their records of past payments without re- 
quiring ownership certificates. 

Withholding Tax Money 

The one and only change (pending the pro- 
mulgation of new regulations) is in the matter 
of withholding tax money. Effective October 
4, 1917, all withholding has been swept away, 
except in two cases, viz.: (1) the tax is re- 
quired to be withheld from all payments of 
interest, regardless of amount, upon the bonds 
and other obligations of corporations, but only 
where such bonds contain the so-called “tax- 
free covenant”; and (2) the tax is required to 
be withheld from all payments to non-resident 
aliens, which includes non-resident alien cor- 
porations. as to both the 1916 and 1917 laws, 
and includes non-resident alien partnerships un- 
der the 1916 law, according to present advices. 
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On this basis the rate of withholding from 
non-resident alien corporations should be 2 per 
cent., plus 4 per cent., a total of 6 per cent., of 
the income paid to them; and the rate of with- 
holding as to non-resident alien individuals or 
partnerships should be 2 per cent. The require- 
ment that the tax shall be withheld from inter- 
est on bonds containing the “tax free coven- 
ant” would appear to be of little practical effect, 
as far as retaining money is concerned, for 
the reasons (1) that the tax-free covenant is 
apparently recognized as fully valid and legal, 
so that there is no reason why a debtor corpora- 
tion should not live up to it and relieve the tax- 
able person from all obligation as to tax re- 
quired to be deducted and paid at the source, 
and (2) that the overwhelming majority of 
bonds contain tax-free covenants, so that pre- 
sumably the debtor corporations will instruct 
their paying agents to pay the coupons in full 
or 100 per cent., thus making it unnecessary for 
the paying agencies to deduct or withhold any 
tax. As to the relatively few bonds not con- 
taining the tax-free covenant, withholding may 
be dispensed with, except in the case of non- 
resident alien individuals, firms or corporations. 
Tax collected during the year 1917 on these 
non-tax-free bonds may be refunded to the per- 
sons (other than non-resident aliens) from 
whom it was withheld. 


Excess Profits Tax 


While many persons may doubtless teel that 
they will have done enough in paying two in- 
come taxes, it is the fact (which many of them 
will lament) that a third income tax is to be 
collected. This is the so-called “War Excess 
Profits Tax” provided for under Title II of the 
Act of 1917. In passing, the hope is expressed 
that Congress at its next session will see fit to 
repeal certain features of this act. Some of 
its results are most iniquitous and unjust, and 
are receiving widespread condemnation. 


Under the British practice the distinction be- 
tween “live” and “dead” income has always been 
recognized; that is to say, income from invest- 
ment—stocks, bonds, rentals—has been taxed 
on a higher basis than income from business 
activities and professional livelihoods. This 
amazing excess profits tax is levied on precisely 
the opposite theory, as far as the income of 
individuals is concerned. That is to say, per- 
sons receiving income from investments in se- 
curities, but not having any trade, business, 
profession or occupation, will be taxed only un- 
der the two income tax statutes, while persons 
engaged in trade or business or in professions 
or occupations of any kind, are to be separately 
and additionally taxed upon their incomes there- 
from. Thus the gentlemen of leisure and the 
jeunesse dorée actually pay less tax than the 
salaried men, manufacturers, doctors and other 


professional men who are earning their incomes 
by daily labor. This condition, in a work-a-day 
Republic, and especially in a time of war, when 
all productive activities should be stimulated in 
every conceivable manner, is nothing short of 
intolerable and wicked. 

British Practice as to “Excess Profits” 

Again, the name “excess profits” is a mis- 
nomer. At least the Transatlantic practice had 
led us to believe that this term had a definite 
leaning. The theory of incomes “over there” 
has been that business concerns had a normal 
net income prior to the outbreak of the War in 
1914, and should be taxed upon such enhance- 
ment of income as the war had produced. This 
theory is but slightly reflected in Title II of the 
1917 Act. The tax is not upon excess net in- 
come, but is “upon the income” of every cor- 
poration, partnership or individual. 

The lowest percentage of tax is 20 per cent. 
This is figured upon the amount of net income 
in excess of “the deduction” and not in excess 
of 15 per cent. of the current invested capital. 
This is the only tax rate respecting which “the 
deduction” is figured. “The deduction” is the 
only computation which involves the period 
prior to the war. But the computation is of 
little comfort, because the statute does not al- 
low it to be less than 7 or more than 9 per 
cent. of the invested capital for the current tax 
year; and also the percentage may be deter- 
mined by the Commission of Internal Revenue, 
in accordance with regulations to be prescribed. 

The tax rates are very high, and the things 
taxed are segments of income between percen- 
tages on invested capital. For example, the 
second rate of tax is 25 per cent. of the amount 
of the net income in excess of (a) 15 per cent. 
of the invested capital and not in excess of (b) 
20 per cent. of the invested capital. To illus- 
trate: a corporation having invested capital (fig- 
ured in accordance with the statute) of $1,000,- 
000, and net income (figured as required by the 
statute) of $300,000, will pay 25 per cent. on 
$50,000 of its net income, that is to say upon 
an amount equal to the difference between 
$200,000, or 20 per cent. of invested capital, and 
$150,000, or 15 per cent. of invested capital. 


Salaried and Professional Men Affected 


But the passage which hits salaries and pro- 
fessional men is Section 209, which provides 
that where a trade or business has “no in- 
vested capital or not more than a nominal capi- 
tal,” a tax of 8 per cent. of net income in excess 
of $6,000 per year shall be paid. Trades and 
businesses are by Section 200 defined as inclyd- 
ing professions and occupations. It is thus 
manifest that citizens and residents. of the 
United States engaged in any trade, business, 
profession or occupation are taxed at the rate 
of 8 per cent. on all income in excess of $6,000 
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per year. This tax is in addition to the two 
taxes collected under the Income Tax Law. 
The amount of net income may be no more than 
was received prior to the war and may even be 
less. This feature will make no difference. 
Eight per cent. will be collected, on so much of 
the income as exceeds $6,000. It is difficult to 
conceive of any legislation more unequal or in- 
defensible. 
Personal “Pork” 


But the most loathly and detestable feature 
of this tax on brains is the exemption of certain 
salaries of Government officials, to wit, of Sena- 
tors and Representatives. The President and 
the Federal judges are immune from salary de- 
ductions, under the Constitution (Art. II, Sec. 
1 and Art. III, Sec. 1). A mere handful of 
diplomats, cabinet officers and other officials re- 
ceive salaries exceeding $6,000 per year. The 
one big class receiving such a salary, i. e., 
$7,500, comprises the 96 Senators and 435 Con- 
gressmen, a total of 531 persons. All these, by 
a little clause slipped into Section 201 of the 
Act, are exempted from the 8 per cent. tax 
on income in excess of $6,000. Men such as 
Daniel Willard, Howard Coffin or E. N. 
Hurley rendering their services gratis to the 
Government, bid fair to pay this 8 per 
cent. on their brains. But the cerebella, medul- 
le and supra-cesophagal ganglia in the Halls of 
Congress, paid by a patient public at $7,500 per 
skull, are to escape this 8 per cent. 

The thing is so paltry. Each Senator or 
Representative evades only $120 of tax. But 
the principle is vicious and odious in the ex- 
treme. “We'll tax your brains, but ours are 
tax-free,” is the idea. 

3ill Nye once remarked, “The Minnesota 
legislature: $4 per head.” Has the day come 
when we must say: “The American Congress: 
$120 per head?” 


We wonder: How will it strike the “home 


folks’? 


Other Revenue Provisions 

Banking institutions are more remotely inter- 
ested in most of the other portions of the War 
Revenue Law, as will appear by an enumeration 
of certain titles thereof, namely: Title III. 
War tax on beverages. Title IV. War tax 
on cigars, tobacco and manufacturers there- 
of. Title V. War tax on facilities furnished 
by public utilities and insurance. Title VI. 
War excise taxes. Title VII. War tax on 
admissions and dues. 

War Stamp and Real Estate Tax 

The banking community is, however, con- 
cerned in Title VIII, the “War Stamp Taxes,” 
especially in the provisions calling for stamp 
taxes on capital stock, on sales and transfers of 
capital stock, on drafts or checks payable other- 
wise than at sight or on demand (thus not in- 
cluding the ordinary bank check), on promis- 
sory notes (other than bank notes issued for 
circulation), and on renewals of the above 
drafts or promissory notes, at the rate of 2 
cents per $100 or fraction. Proxies for voting 
at election are to be stamped at the rate of 
10 cents and powers of attorney at 25 cents. 
Stamp taxes become effective December 1, 1917. 

Title IX is an Estate Tax (inheritance tax). 
It is now necessary to consult, according to the 
date of death, one or more of three estate taxes, 
being the acts respectively of September 8, 1916, 
March 3, 1917 and October 3, 1917. 

Title X contains the “administration provi- 
sions,” and Title XIII the general provisions, 
and will need careful consideration by counsel. 

Title XI “Postal Rates” is only of indirect 
interest to the banking community. Title XII 
are the amendments to the 1916 Income Tax 
Law, which have been discussed above. 





RESPONSE OF THE NATION’S BIG MEN 


This country of ours may lay proud claim to 
having more than the average share of master- 
ful men—far-seeing, undaunted by great un- 
dertakings and determined in their execution. 
No phase of war-preparation in the United 
States is more inspiriting than the quick re- 
sponse of so-called captains of industry, of our 
leading financiers, bankers and men of affairs 
generally. The talents and executive abilities 
which they possess are freely devoted to Na- 
tional service with much greater zeal than they 
ever gave to their private pursuits. 

President William A. Law of the First Na- 
tional Bank of Philadelphia, struck a true note 
when he said in his last “monthly letter” : 

“In this country, quality has always meant 


more than bulk and it always will. This is 
why the American war enterprise will count 


heavily against the Kaiser in the crucial hour 
of terrific fighting later on. One has only to 
look at the personnel of the Council of National 
Defense and its allied activities and at the di- 
recting heads of the American Red Cross to 
realize that our captains of industry have be- 
come our executives of war. In a very real 
sense, therefore, it may be said that the high- 
est business talent in the land has responded 
to the Government’s call for united action in 
this hour of supreme peril. The per capita rep- 
resentation of the so-called rich men in the 
American military contingent is unquestionably 
at record level in the history of great wars. 
This is a sufficient answer to the charge—for 
which there never was the slightest basis in 
fact—that this war is being fought by the poorer 
classes and that the rich men are letting ‘the 
other fellows’ do the work.” 
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INVESTMENT OF TRUST COMPANY, SAVINGS BANK 
AND ESTATE FUNDS IN LIBERTY BONDS 


C, FREDERICK CHILDS 


Of C. F. Childs & Company, Chicago and New York 


From the standpoint of trust companies, sav- 
ings banks, estates, and individuals, in their 
consideration of the investment merits of the 
United States War Bonds, there are two prime 
factors which will always continue to exercise 
a direct influence upon the future market value 
of the Liberty Loan 3%s and Liberty Loan 4s, 
now outstanding or immediately to be issued. 
These factors are the extent or amount of one’s 
income which is subject to the supertax and 
the disposition of investors with very large in- 
comes to absorb the daily supply of 3%s which 
will constantly be offered for sale by the mil- 
lions of small holders. 

In the case of an income of $25,000, solely 
derived from the New 4 per cent. Government 
bonds, there results a net yield of 3.85 per cent. 
after paying the supertaxes in accordance with 
the present income tax specifications. This net 
income yield stands in contrast with the yield 
of 3.52 per cent. which is obtainable to holders 
of 3%s acquired today at a price of 9934. Con- 
sequently it remains to be seen whether there 
will develop a sufficient demand for the 3%s to 
keep the price up close to par while it is pos- 
sible to obtain a larger net income from the 
new 4s after paying the supertax. 


Premium and Price Factors 


If we assume that there is no question but 
that the 3%s will be supported at a price around 
9934, then it is obvious that the 4s should be 
quoted at a premium price of 104.10 in order to 
produce the same net result as is obtainable 
from the 3%s. In other words, a purchaser of 
3%4s at 9934 is free from all legitimate taxation 
and obtains a net yield of 3.52 per cent., whereas 
a holder of 4s should regard his bond as worth 
104.10 in order to have them yield him the same 
3.52 per cent. net return. If we reverse the 
situation and assume that a person with an 
income of $25,000 derived from 4s obtains a 
net yield of 3.85 per cent. after paying his 
supertaxes, then the 3%s should be quoted at a 
price of 93.83 in order to yield an equivalent 
3.85 per cent. net return. 

In view of the above, there exists a situation 
which will probably stand forth as a conspicu- 
ous disparity for some time to come while all 


the bonds are being thoroughly absorbed. It is 
not likely that these two issues can ever be 
regarded from the same premise with any de- 
gree of correctness so long as the income tax 
is applied upon a sliding scale basis with a 
different rate of taxation upon different in- 
comes. 


Situation in Regard to Old Government Issues 


To the institutions and individuals who now 
hold the old Government issues, such as the 
2s, 3s, and 4s, there is presented a similar incon- 
sistent situation. These old bonds are all free 
from taxation similar to the Liberty 34s and 
the net yields obtained are considerably lower 
than that produced from a purchase of 3%s. 
For example, the 2s at 9714 yield about 2.11 per 
cent., the 3s at 99; yield about 3.34 per cent., and 
the 4s at 105% yield about 3.17 per cent. There- 
fore, irrespective of the price one paid for his 
old bonds, there would seem to be no valid 
reason why they should not be sold at once and 
the proceeds reinvested in either the New War 
3%s or 4s. There is no justification for any 
one except a National bank to further retain the 
old bonds. On the contrary, they should be 
liquidated in order that the National banks may 
obtain them for “circulation” purposes. Not 
only would the proceeds produce larger net 
results to the investor if he acquired instead the 
New 3%s and 4s, but he would also erijoy the 
identical privileges and benefits from the 3%s 
which now accrue to him from the old bonds. 

The whole situation as regards the market 
for the bonds (3%s) is dependent upon the sup- 
ply and demand, and whereas we used to 
find little difficulty in moulding the opinion 
of 7,500 national banks who virtually con- 
trolled the market for our old Government 
Bonds, we now have a tremendous problem 
before us in endeavoring to mould the 
opinions of from four to fourteen million 
individuals, many of whom don’t know a bond 
from a “slow note.” Personally, it is my 
opinion that so long as the conversion privi- 
lege is availed of, that is during the time 
when it is possible for a holder of 3%s to 
convert them into 4s, or a higher rate, the 
3%s ought to sell at virtually par. 
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AND BANKING EFFICIENCY 


BASIS OF PROPER CREDIT EXPANSION 


THEODORE E. BURTON 
President Merchants National Bank of New York 


WAR DEMANDS HIGHEST DEGREE OF ECONOMIC | 








(Epitor’s Note: The patriotic suggestions conveyed by Mr. Theodore E. Burton, former 
United States Senator for Ohio, command timely and practical interest, especially to bankers, 
because of the authors’ intimate knowledge of financial affairs and his many years of service in 
Congress to the cause of National currency and banking reform. He dwells particularly upon 
the necessity of bankers embracing the opportunities for securing rediscounts and creating liquid 
credits through the operation of the Federal Reserve system.) 


At this date every nerve is strained to pro- 
vide money for the prosecution of the war. 
The necessities of the situation should be met 
by a supreme effort by every patriotic citizen to 
furnish all the funds necessary for the support 
of the Government in this hour of peril. The 
new demands stagger us by their magnitude. 
and the uncertainties of the situation are such 
that none can forecast the future with any de- 
gree of confidence. For example, who can 
foretell the probable length of the war; the 
number of troops which 
it will be necessary to 
place in the field; the 
extent of the financial 
aid which must be given 
to our allies? 

A program of colossal 
proportions has been in- 
stituted for the building 
of ships and aeroplanes; 
for the furnishing of 
arms and munitions. 
The cost of all these is 
multiplied because a na- 
tion for a long time ac- 
customed to peace must 
incur an excessive cost 
in order to provide so 
unexpectedly the neces- 
sary preparation for a 
great war. Peace may 
come unexpectedly, but 
it is the part of pru- 
dence to be ready for a 
long struggle. 


Concentrating All 
Energies on War 


The one central idea 





nant in the activities of all, is the devotion of 
every energy to success in this struggle. Enter- 
prises not connected with the success of our 
arms, however legitimate or useful they might 
be in times of peace, have no standing now. 
None can have assurance that we would have 
use for them whether we win or lose. We con- 
fidently expect victory, but it is impossible to 
foresee what conditions will exist, when the 
war is over. A régime of enforced economy 
may be necessary, not alone in the countries 
most involved, but in 
our own as well. It is 
reasonably certain that 
Europe, which is suffer- 
ing most from the bur- 
den, will have to rely 
for years to come, as 
never before, upon her 
own production, and will 
direct all her policies 
with a view to restoring 
her shattered resources 
by selling to us. 

But the fact that en- 
terprises not connected 
with the war will be of 
doubtful profit, is not 
the principal reason why 
we should not engage in 
them in this emergency. 
There is one supreme 
duty, surpassing all 
others, and that is to se- 
cure for our country 
and for the world’s 
civilization a future in 
which we can enjoy the 
liberty and popular gov- 
ernment which we have 
so much prized and en- 


in our financial policy, Former U.S. Senator THEOpoRE E. Burton joy the right to live in 
which should be domi- President Merchants National Bank of New York peace. In a time like 
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this no sacrifice is too great. It will be neces- 
sary for us to revise our conceptions of profit 
and to devote our individual energies to the re- 
quirements of participation in a life and death 
struggle, upon the result of which all the future 
depends. 


Response Must Be Universal 


Thus work for the war production for the 
war, the direction of all our industrial energies, 
the management of our financial resources with 
a view to achieving success, are vital necessities 
of supreme importance. The expenses incident 
to our participation in the struggle may equal 
if not surpass all the expenditures of the Na- 
tional Government for more than a century 
past. This requires a universal response to the 
new demands for loans and for increased taxes. 
Let not any man or woman hold back from sub- 
scribing for Liberty bonds, with the thought 
that someone else may subscribe more readily. 
The call for subscriptions affords an acid test 
of our patriotism. It is certainly justifiable 
that every effort should be made to have taxes 
fairly and intelligently levied, but the enormous 
wealth of the country should be managed with 
the reflection that it all may be of little worth 
should we go down in defeat. 

Passing from the subject of enterprises not 
necessary for support in the war and the con- 
clusion that all such should be suspended for 
the present, what are some of the methods to 
be adopted for the successful management of 
enterprises essential for the war and the utiliza- 
tion of our financial resources? 

rt. Economy.—An unusual combination of cir- 
cumstances in recent years has promoted lavish 
expenditure. The fact that prices are at the 
topmost figures for a century or more has had 
but slight effect in staying this tendency. The 
country has been abundantly prosperous; we 
have assumed a new position as the purveyor 
to the world’s wants. The pressing wants of 
those who are now our allies have stimulated 
industry in an unprecedented degree. A dis- 
position for display and luxury has everywhere 
been manifest. Articles which were regarded 
as superfluities a few years ago have become 
common in many a household heretofore un- 
accustomed to any indulgence in luxury. It is 
needless to say that all this is demoralizing 
in its influence upon our social and economic 
life. The war with all its calamities and priva- 
tions may be a blessing in disguise, if it will 
impress upon us the necessity for economy in 
food and dress and the abandonment of the 
forms of extravagance which are so prevalent. 
In fixing the balance between the needs of the 
nation and those of the individual, the nation 
will require vastly more than formerly. 

2. The Greatest Possible Degree of Efficiency. 
—It is no time for slackers or for elegant leisure. 


Universal co-operation, the thrusting aside of 
obsolescent methods, the utilization of the serv- 
ices of all for the benefit of all, and for the 
cause for which we are struggling, are abso- 
lutely required today. Unless the productive 
capacities of the country are strained to the 
utmost, there may be a failure in some essen- 
tial particular which will be a fatal obstacle to 
victory. There is no branch of endeavor in 
which wise management is more necessary than 
in the banking operations of the country. With- 
out the Federal Reserve system there would be 
rocks ahead, which, to speak mildly, would 
threaten an almost insuperable barrier to a vig- 
orous prosecution of the war. I do not say 
that the system is altogether perfect; I am de- 
cidedly of the opinion that the ideal organiza- 
tion, even in a country so great as our own, 
is one central institution under Government 
control, with a capital so large as to command 
confidence, and with the greatest possible avoid- 
ance of conflicting interests, arising from sepa- 
rate Regional banks. But under the guidance 
of the Federal Reserve Board and with a very 
harmonious co-operation among the twelve Re- 
gional banks, the system has shown such re- 
sults as to come near to the advantages of a 
single institution with branches. A conserva- 
tism in management carefully maintained and 
aided by the enormous resources of the coun- 
try, has checked any tendencies to inflation 
which might have arisen under the provisions 
of the Federal Reserve Act. 


Rediscounts and Liquid Bank Credits 


Banks should not hesitate to avail themselves 
to the fullest degree of the privilege of free 
discount and of borrowing from the Federal 
Reserve banks. It is necessary to dismiss as 
out of keeping with the situation the idea 
that it is a reproach for a bank to rediscount 
its bills receivable. The Federal Reserve banks 
will afford an almost unlimited reservoir for 
the obtaining of credit. The Government loans 
which must be placed can hardly be obtained 
from the people in sufficient volume without a 
liberal policy in lending upon the bonds issued. 
It is highly desirable that banking resources 
should be made as liquid as possible, by limiting 
the granting of discounts to a period not ex- 
ceeding 90 days. In a time of excessive de- 
mands, a quick turn-over is exceptionally neces- 
sary. 

Vastly increased credits will be required be- 
cause of the immense increase in Governmental 
expenditures. The billions of subscriptions to 
Government bonds, and the multiplied taxation 
imposed upon the people will, no doubt, for a 
time diminish the value of securities. The 
financial support required in such an emergency 
as this must cause a violent wrench in the 
whole financial organization. But the money 
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taken from the people will, for the most part, 
be expended among the people and that, too, at 


home. The amount required to be sent over 
sea though considerable, will nevertheless, be 
but a fraction of the whole amount to be ex- 


pended, and though balances of trade from the 
other countries of the earth may be diminished, 
they will still be large, because these other 
countries must come to us for supplies. There 
is every prospect that when we have passed the 
early period of serious readjustment to the new 
situation, the prices of securities will rise and 
every kind of which we 
legitimately engaged will be relieved. 
If stocks and bonds shall show a permanent 
decline it will rather be by reason of intrinsic 
deficiency or unsoundness than because of this 
present war. 
Business Will Adapt Itself to New Conditions 
There are, of course, threatening probabili- 
ties, possible disasters, such as defeat for us or 
for our allies, or failures. It may be 
for the Government to lay a heavy 
hand on private property. may cause 
serious. setbacks but the experiences of other 
nations in this war and of our own in pre- 
vious wars lead to the conclusion that the first 
months of 
nnanciers 


business in may be 


crop 
necessary 


These 


the contest are the most trying for 


and for the whole industrial fabric 


After a time all business interests adapt them 
selves to the new 
The 


withdrawn from circulation moves freely again 
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situation, however 


it may be. money which is 


in the channels of trade. An aroused spirit of 
patriotism, stimulates co-operation and efficiency. 
Undue inflation is the greatest danger. 

It must, however, in conclusion, be said that 
all considerations of profit must be relegated 
to a subordinate position until we are sure that 
we can win this mighty struggle between the 
nations, and be sure of a country in which life 
is worth living. 





Relieving the Shortage of Small Bills 

Credit is largely due to the newly elected 
president of the American Bankers’ Association, 
Mr. C. A. Hinsch, president of the Fifth-Third 
National Bank of Cincinnati, for the agitation 
started by bankers urging Congress to relieve 
the serious scarcity of small bills in circulation. 
Largely because of this demand Congress passed 
a law, which has been approved by the presi- 
dent, the effect of which will be to meet this 
scarcity in bills of smaller denomination than 
five dollars. Under this new law every National 
bank will have the right to issue up to $25,000 
of its circulation in one and two dollar bills, 
and the limitation which has heretofore pre- 
vented National banks from issuing a larger 
proportion of five dollar bills is removed. Since 
the resumption of specie payments January 1, 
1879, no bank notes of smaller denomination 
than five dollars furnished to Na- 
tional banks for and the issue of five 
dollar bills by National banks has been limited 
to one-third of their total circulation. 
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HOW BANKS AND TRUST COMPANIES STIMULATE 
LIBERTY LOAN SALES 


METHODS OF A LEADING NEW YORK TRUST COMPANY 


HARVEY E. FISK 
Bankers Trust Company of New York 


As it has become evident that not one, or 
two, issues of bonds, but probably several 1s- 
sues, will be required in order to supply the 
Government with the funds needed to success- 
fully prosecute the war, the supplying of such 
funds must be treated as a business proposition. 
Our Government at the present time is the 
greatest purchaser of food, clothing and steel 
products, building supplies, and of many other 
things—as well as the greatest employer—in the 
world. All this means the necessity for great 
sums of money, and therefore the United States 
Government is today the greatest borrower in 
the world—especially in view of the facts that, 
in addition to being a purchaser for its own 
needs, it is also purchasing agent for foreign 
governments allied with us in the prosecution 
of the war, and is advancing to these govern- 
ments the money required to pay for their pur- 
chases, and thus in addition to becoming the 
greatest merchant in the world, is becoming 
the greatest banker in the world. 

No bank can be a lender unless it is, at the 
same time, a borrower—for, in the last analy- 
sis—the receiving of deposits is a form of bor- 
rowing. The United States Government, has, 
therefore, been compelled from the nature of 
the case to open up its receiving teller’s win- 
dow for the purpose of securing from the 
people of the country deposits, large and small, 
which can be used in its banking business. As 
a form of acknowledgment, the Government 
issues its certificates, or bonds, payable at fixed 
times in the future—the certificates in periods 
ranging from ninety days to five years, and 
the bonds in periods ranging from twenty-five 
to thirty years. 


Banks and Trust Companies as Selling Agencies 


Just as most banks are finding it necessary 
to advertise for deposits, in the newspapers 
and periodicals and by the use of circulars, 
and, in many cases, to solicit accounts and 
other forms of business through experienced 
personal representatives, so the United States 
Government is using all these methods in or- 
der to secure money for use in its business. 


There is one marked difference in the manner 
in which the private bank is compelled to con- 
duct this business, and the one in which the 
Government is conducting business. Banks and 
banking houses find it necessary to pay their 
officers and salesmen, their receiving tellers and 
their paying tellers, they must pay for their 
advertising in the newspapers, and the cost of 
issuing circulars. Beyond a limited amount of 
money appropriated for clerical and advertising 
expenses, however, the United States Govern- 
ment expects all expenses of this nature to be 
borne by its agents. In the ordinary business 
of bond-selling, bankers and other distributors 
of bonds expect to receive a commission or a 
profit from the corporations for which they act, 
and they expect to pay their salesmen very lib- 
eral salaries, or sometimes commissions, for 
the work which they do. The Government, how- 
ever, expects banks and bankers, and people at 
large who act as distributing agents for its 
bonds, to do so at their own expense. 

In its mercantile business, the Government 
is buying its supplies in the market and paying 
the merchant and the manufacturer a reason- 
able profit—but the banker is supposed to be 
able to do work without profit, and is asked 
therefore, to devote his energies without cost 
to the service of the Government. This is 
what every bank and banker in the country is 
doing—doing it loyally and patriotically—and 
in many cases the work involves a large ex- 
pense. 


Organization of Special Departments 


In order to give the Government this co- 
operation it has been necessary, in many cases, 
for banks to organize special departments for 
the purpose of handling subscriptions. The 
work which the Bankers Trust Company of 
New York is doing in this connection is, no 
doubt, typical of similar work which is being 
done by other distributing agents throughout 
the country. The Bankers Trust Company has 
organized two Liberty Loan departments—one 
to secure subscriptions and the other to take 
care of the subscriptions after they have been 
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obtained. This article deals with the method 
being followed to secure subscriptions—a subse- 
quent article will deal with the accounting 
methods involved in caring for the subscriptions 
when obtained. 

It was decided by the Bankers Trust Company 
before the campaign began to practically devote 
the entire energies of its newly organized bond 
department to this work. A “follow-up” circu- 
larizing campaign was arranged for. This in- 
volved first of all, the issuance of a formal 
circular giving the terms of the new bond 
issue, enclosed with which was sent one of the 
Government application blanks. Two days 
thereafter, to each one of those to whom this 
circular was sent, was mailed a second circular, 
appealing to the recipient to subscribe to the 
bonds “According to His Ability,” and also to 
co-operate with the company by doing every- 
thing in his power to secure 
subscriptions from friends 
and neighbors. 


Publicity Literature, Sales 
Forces, Etc. 

A few days thereafter a 
32-page booklet was mailed to 
each one on the mailing list. 
This pamphlet, which had 
been in preparation for sev- 
eral weeks, is entitled, “Our 
United States,” and is in- 
tended to show the recipient 
the great wealth and re- 
sources of the United States, 
and that therefore, from a 
strictly business point of view 
bonds issued by the United 
States may be bought with 
entire confidence. There is 
also included a description of 
United States bonds—stating 
the difference between cou- 
pon and registered bonds, 
how interest is paid, and cov- 
ering other questions which 
the uninitiated investor is 
likely to desire to have an- 
swered. In connection with 
this pamphlet, a stirring cir- 
cular was issued, calling at- 
tention to the necessity of 
subscriptions being made to 
the loan by everyone, no mat- 
ter how small an amount his 
savings might be. 

To close this part of the 
campaign a pamphlet has 
been prepared, called “The 
Balance Sheet of the Na- 
tions at War.” This pam- 
phlet— about 16 pages in 


length—contains a map showing in colors the 
territory of the Entente Allies, of the Teutonic 
Allies, of the nations which have broken off 
relations with Germany, and of those few na- 
tions which still remain neutral. 

Supplementing this circularizing campaign, 
the company has put in the field a force of 
salesmen, with orders to personally call on as 
many of the persons to whom the circulars 
have been mailed, as is feasible. The salesmen 
are also assisted by follow-up letters and in 
many cases the larger customers are person- 
ally interviewed by some of the officers. 

The company is also co-operating with a 
number of large department stores, by sharing 
in the expense and work involved in maintain- 
ing Liberty Loan booths in these stores, and by 
arranging to take care of the subscriptions 
made through these booths. 





EFFECTIVE LIBERTY LOAN BANNER DispLay BY AMERICAN 
ExcHANGE NATIONAL BANK OF NEw YorK 
A feature of the second Liberty Loan campaign is the display, on lower Broadway 
and the Wall Street district, of street banners, colored posters and the 
American emblem of Liberty with groupings of the flags of our Allies. 
Wherever the eye rests there are appeals and slogans calling 
citizens to do their duty and subscribe 
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Perhaps the most important development in 
the progress of the Federal Reserve system 
since its establishment has been the recent ap- 
plication for membership by a number of the 
leading trust companies of New York City. 
Special significance attached to the application 
of the Guaranty Trust Company because it is 
the largest institution of the kind in the coun- 
try with total resources of $616,000,000. Fol- 
lowing shortly upon the heels of this announce- 
ment a number of other important trust com- 
panies of this and other cities took similar ac- 
tion. 

The following table, including the Broadway 
Trust Company, which was the first to secure 
membership some time ago, shows the capital, 
surplus and undivided profits and gross re- 
sources of the trust companies of New York 
City which had either been admitted or had 
applied for membership up to October 18th: 


Surplus and 
Undivided 
Profit 
1,152,840 
5,383,858 


Total 
Resources 
$33,746,301 
327,011,784 


Capital 
. $1,500,000 


Broadway Trust Co. $ 
11,250,000 1 
») 
1 
1 


Bankers Trust Co. 







Guaranty Trust Co... 25,000,000 ‘ 867,222 616,229,400 
Central Trust Co..... 5,000,000 17,548,452 209,953,374 
Equitable Trust Co... 6,000,000 2,907,714 230,210,148 


arepelins Trust 


isin 2,000,000 4,494,605 63,853,782 





New York Trust Co.. 3,000,000 11,230,020 
Brooklyn Trust Co. 1,500,000 2,952,718 
Fidelity Trust Co. .. 1,000,000 1,197,389 
Peoples Trust Co... 1,000,000 1,253,337 
Franklin Trust Co... 1,000,000 1,187,269 





$58,250,000 $98,175,424 $1,680,958,362 
To the list of State institutions in the New 
York district should be added the Corn Ex- 
change Bank of this city, and the Utica Trust 
& Deposit Company of New York which has 
just applied for membership, the latter hav- 
ing capital and surplus of over $1,000,000 and 
resources of approximately $12,000,000. A 
number of other up-State New York trust 
companies have also become members, in- 
cluding the Northern New York Trust Com- 
pany of Watertown and the St. 
Trust Company of Ogdensburg. 
The attitude of the New York trust com- 
panies in affiliating themselves was primarily 
prompted by patriotic motives and to assist the 
Government in its plans for mobilization of 
reserve and gold resources. The membership 
of the companies named in the above table will 
add not less than $4,692,762 to the actual capital 
stock of the Federal Reserve Bank of New 
York. Under the laws of New York the trust 
companies are required to maintain cash re- 
serve against demand deposits of 15 per cent. 
of which 10 per cent. must be maintained on 
hand in cash. Under a recent legislative amend- 
ment the trust companies were permitted to 
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in the Federal Reserve system.” 





maintain any part of its cash reserve in excess 
of 3 per cent. with the Federal Reserve Bank 
and take Federal Reserve notes in exchange. 
Under this provision many of the trust com- 
panies transferred a considerable part of their 
gold to the Federal Reserve bank and also to 
avail themselves of clearing facilities. As com- 
pared with the State requirement of total re- 
serve of 15 per cent. the member trust com- 
panies must maintain actual reserve of 13 per 
cent. in the Federal Reserve bank, which also 
requires a reserve of 3 per cent. against time 
deposits, whereas the New York law calls for 
no reserve against this kind of deposits. 

President Wilson’s Appeal to State Banks 

and Trust Companies 

Appeal to the patriotism of State banks and 
trust companies to enter the Federal Reserve 
system, made by President Wilson in his recent 
letter, will doubtless have a far-reaching effect. 


The President says, after emphasizing the 
need for complete mobilization of banking 
reserves: 


“May I not, therefore, urge upon the officers 
and directors of all non-member State banks 
and trust companies which have the required 
amount of capital and surplus to make them 
eligible for membership, to unite with the Fed- 
eral Reserve system now and thereby contrib- 
ute their share to the consolidated gold re- 
serves of the country? I feel sure that as mem- 
ber banks they will aid to a greater degree than 
is possible otherwise in promoting the national 
welfare, and that at the same time, by securing 
for themselves the advantages offered by the 
Federal Reserve system, they will best serve 
their own interest and the interest of their 
customers. I believe that co-operation on the 
part of the banks is a patriotic duty at this 
time, and that membership in the Federal Re- 
serve system is a distinct and significant evi- 
dence of patriotism. 

“There are probably 8,000 or 9,000 State 
banks and trust companies eligible for member- 
ship which have not yet united with the system. 
These institutions have it in their power to add 
enormously to the resources of the Federal Re- 
serve banks, thereby broadening and strength- 
ening the foundation upon which our whole 
financial structure must rest. Permit me to 
urge that every officer and bank director owes 
a solemn obligation to the country which I am 
sure they wish to discharge. I, therefore, wish 
again to impress upon them my solemn con- 
viction that they can best measure up to their 
duties and responsibilities through membership 
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CONSIDERATION OF THE FEDERAL RESERVE SYSTEM 
FROM THE STANDPOINT OF THE TRUST 
COMPANY OR STATE BANK 


LEGAL AND PRACTICAL ASPECTS 


BRECKINRIDGE JONES 
President Mississippi Valley Trust Company, St. Louis, Mo. 


(Eprtor’s Norte: 


The question of joining the Federal Reserve system is now uppermost in 


the minds of many trust company and State bank managements, both from the standpoint of 


practical advantages to be obtained and in response to 
effective centralization of banking power and reserves. 
ridge Jones, delivered at the recent annual meeting of the Trust Company Section, 


the appeal of President Wilson for 
The following address by Mr. Breckin- 
A. B. A. is 


perhaps the most comprehensive and thorough review of the different phases governing member- 
ship in the Federal Reserve system on th part of State institutions.) 


In May last the trust company with which I 
am connected joined the Federal Reserve sys- 
We received dozens of inquiries from 
State institutions—trust companies and 
banks—asking the reasons why we had joined. 
To save duplication of work, I had printed the 


tem. 
other 


substance of the answer in a pamphlet entitled: 
“Why One State Institution Joined the Fed- 
eral Reserve System,” and sent it to our corre- 
spondents and some others. 

Then came your President’s request for me 
to speak here. I consented, thinking I could use 
the meat of that pamphlet, but before I knew 
it—being on my vacation—the pamphlet was re- 
printed in the Federal Reserve Bulletin and 
Trust Companies Magazine, so I must shift 
the kaleidoscope. 

3efore an audience such as this it would be 
a waste of time to recur to the defects of our 
old currency system, or to treat as a debatable 
question now the fundamental value of the 
Federal Reserve Act. It is now coriceded every- 
where that the new system is a masterful im- 
provement over the old. No one would return 
to the old. In the last campaign not one can- 
didate for public office, anywhere, even as much 
as suggested a repeal of the Federal Reserve 
Act. It has come to stay, and is justly popular 
with the general public. It has already aided 
in a great public service. It is everywhere ad- 
mitted to be a comprehensive, compact, strong, 
efficient banking system, even though not per- 
fect. Universally, bankers admit its prime value 
in preventing panics, stabilizing commerce, pro- 
tecting the banker, facilitating his customers, 
and above all, in aiding the Government to 
finance the war. Every financial institution in 
the United States, whether a member or not, 


has been, and is, a beneficiary of its operations. 
But Mr. Warburg, the very able Vice-Governor 
of the Federal Reserve Board, will discuss be- 
fore the General Convention the merits of the 
Act and what it has accomplished. I refer to 
it only to voice the thought that as the efficiency 
of the Act will be the more accentuated as the 
number of members is greater, as the gold re- 
serve is larger, and as the collection system is 
more comprehensive, there is a distinct patriotic 
duty on the part of every eligible trust com- 
pany and State bank to join the system. That 
is the conclusion when viewing the subject from 
a national standpoint. While I will leave for 
Mr. Warburg’s facile pen the discussion of the 
National viewpoint of the system, I cannot re- 
frain from attaching as an addendum to this 
paper an illuminating letter of recent date from 
our old friends in the Trust Company Section, 
the Chairman of the Federal Reserve Bank in 
New York, Mr. Pierre Jay, as it is too valuable 
not to be read and put in the record. 

But, what are the benefits? I speak now not 
of the general benefits that come from the fact 
that the system is in successful and efficient 
operation—benefits which every institution will 
receive, whether it is a member or not—but of 
the benefits which, when looked at from a sel- 
fish standpoint, would influence a State bank to 
join the system. (The term “State bank” as 
herein used will be understood to include trust 
companies.) What are the express provisions 
of the law relating to a State bank that be- 
comes a member, and what are the practical con- 
siderations incident thereto? 


Legal and Practical Advantages and 


Disad: vantages 
Section 9 of the Federal Reserve Act, as 
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amended June 21, 1917, provides among other 
things: 

“Subject to the provisions of the Act and 
the regulations of the Board made pursuant 
thereto, any bank becoming a member of the 
Federal Reserve system shall retain its full 
charter and statutory rights as a State bank 
or trust company, and may continue to exer- 
cise all corporate powers granted it by the 
State in which it was created, and shall be 
entitled to all privileges of member banks.” 
Under this provision it becomes material to 

inquire: 

First: What are the results of this new 
enactment providing that a State bank enter- 
ing the system shall retail all its charter and 
statutory rights? 

Second: What are the provisions of the 
Act and the regulations of the Board to which 
such right will be subject? 

Third: What are the privileges of a mem- 
ber bank to which it will be entitled? 


First: As to Retaining All of Its Charter and 
Statutory Powers 


The Federal Reserve Board at first claimed 
for itself the right to prescribe what part of the 
charter powers of a State bank or trust com- 
pany an institution should exercise if it became 
a member of the Federal Reserve system. That 
position was fundamentally objectionable to the 
State banks and trust companies, and, upon a 
thorough presentation of the matter to the Fed- 
eral Reserve Board, the Board, by regulation, 
practically abandoned that position and left the 
matter with a declaration that if the charter 
powers of a State bank or trust company were 
such as, in the opinion of the Board, would in- 
terfere with the liquid condition of the State 
bank or trust company, there might be a limita- 
tion put on the State bank’s facilities in re-dis- 
counting. But State banks, and especially trust 
companies, feared that after they had come in 
the Board might change those regulations 
(having the same right to change as to make), 
and so interfere with the bank’s powers, espe- 
cially those that were not enjoyed by National 
banks. That objection has been removed en- 
tirely by the recent Congressional amendment. 

Under the amendment the Federal Reserve 
Board is given the power to make rules and 
regulations as to the right of a State bank to 
become a member, and in acting on the appli- 
cation, shall consider the financial condition of 
the applying bank, the general character of its 
management, and whether or not the corporate 
powers exercised are consistent with the pur- 
poses of the Act. 

Thus, if there is any question as to whether 
the bank’s condition, management or corporate 
powers are not consistent with the purpose of 


the Act, that question will be settled before the 
bank becomes a member, and there will be no 
chance afterwards for embarrassment on that 
account. The conditions under which the bank 
enters can be covered by the terms of its appli- 
cation, which, when granted, may amount to a 
contract. 

An important result is that a trust company 
will preserve intact all its trust powers. 


(a) Loans in Excess of Ten Per Cent. of 
Capital and Surplus 


Under the original Act, the restrictions applic- 
able to National banks as to lending not over 
ten per cent. of their capital and surplus (Sec- 
tion 5200 National Bank Act), were made to 
apply to State banks joining the system. Under 
the amendment that application was repealed, 
and a State bank retains all its charter and 
statutory rights as to the amount it may lend 
to any one borrower. 

This ten per cent. limit on loans was a sub- 
ject of great objection on the part of many 
State banks. Whether their objection was well 
taken is not now important. 


(b) Usury 


Under the original Act, the Usury Laws that 
applied to National banks were made to apply 
to State banks becoming members. Many State 
banks preferred to operate under their State 
laws, under which they had built up their busi- 
ness, and with which they were familiar. The 
amendment repeals the application of that sec- 
tion so that now a State member bank, in the 
matter of usury, will be subject only to the law 
of its own State, unless the statutes of the State 
in which the bank is located, in terms make a 
bank joining the Federal Reserve system sub- 
ject to the Federal usury laws. 


(c) Clayton Act—Interlocking Directors— 
Private Banks 


There is an interesting, and to many, I am 
sure, an unexpected, result of the amendment. 
The Clayton Act (Sec. 8), prohibits interlock- 
ing directors and also prohibits a private banker, 
under certain limitations, from being “a direc- 
tor, or other officer or employee in any bank 
or banking association organized or operating 
under the laws of the United States.” 

Under the original Act the Federal Reserve 
3oard construed that a State bank becoming a 
member was “operating under the laws of the 
United States,” but on the 10th of this month 
the acting Attorney-General of the United 
States, in an opinion to the Secretary of the 
Treasury in construing this amendment, said: 

“Section 9 as amended goes further, and by 
positive provision declares that State mem- 
ber banks shall retain their ‘full charter and 
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statutory rights’ as State banks, ‘subject to 
the provisions of this Act and to the regula- 
tions of the Board made pursuant thereto.’ 
Since the rights existing under State laws as 
to selection of directors seem clearly among 
the ‘charter and statutory rights’ thus retained 
in full by State member banks, they must be 
held free in that regard from the restrictions 
imposed by Section 8 of the Clayton Act.” 

This opinion, which, without doubt, will be 
followed by the Federal Reserve Board, re- 
moves the main objection that a number of the 
large State banks and trust companies had to 
entering the system. Many of their directors 
are directors of other State banks and trust 
companies, or are “private bankers,” and these 
last words have practically been construed to 
include not those who deal entirely on commis- 
sion, but every broker or bond dealer who 
aakes a business of buying and selling securi- 
ties for his own account. Heretofore, if they 
had become member banks they would have 
lost from their boards all these interlocking 
directors and private bankers—a very serious 
loss, and in many instances a controlling factor 
in keeping them out of the system. 

Many State institutions did not object to this 
restriction because they rather liked the idea 
of having directors whose only affection was 
for them, and not divided with a competitor. 

Note also that while the Clayton Act in the 
particulars mentioned does not apply to State 
banks and trust companies, it does apply to Na- 
tional banks, because they are distinctly “organ- 
ized and operating under the laws of the United 
States.” 


Second: What are the Provisions of the Act 
and the Regulations of the Board to 
Which Such Right Will Be Subject? 


Note that the amendment specifies eleven spe- 
cial provisions that shall apply; and, by specify- 
ing these eleven, under the accepted rules of 
construction, all others are excluded. 

True, the amendment makes a member State 
bank subject to the regulations of the Federal 
Reserve Board, but, again under the recognized 
rules of construction, these regulations will be 
applied to the administration and orderly carry- 
ing out of the law as enacted by Congress, and 
will not give the Board the power to make the 
State banks subject to specific provisions of the 
law other than those here now set out: 

1. A State bank must comply with the 
reserve and capital requirements of the 
Act, 

being the same as applied to National banks. I 
believe there is no particular disadvantage in 
this. 

(a) The reserve requirements now are: 

For country banks 7 per cent. of demand 
deposits and 3 per cent. of time deposits. 


For Reserve city banks 10 per cent. of de- 
mand deposits amd 3 per cent. of time de- 
posits. 

For Central Reserve city banks 13 per cent. 
of demand deposits and 3 per cent. of time 
deposits. 


These reserves must be kept in the Reserve 
banks and no interest is allowed thereon, where- 
as now a large part of these balances of non- 
member banks are kept with city correspondents 
at, say, two per cent. interest. This is the one 
objection that is the most often urged, especi- 
ally by the smaller banks. As a member bank 
can get currency as a matter of legal right and 
without delay from the Federal Reserve bank, 
either from balances or from re-discounts, many 
member banks need to keep practically only till 
money in their offices. As a matter of fact, they 
do run on much lower cash reserves than for- 
merly, and this difference is of such an amount 
that the interest earned from loaning it, nearly, 
if not entirely, offsets the loss of interest on the 
balance with the Reserve bank. 

In our case, most of our required balance for 
the Federal Reserve bank was taken from our 
vaults, where it had earned no interest, and 
now we lend down much nearer to our required 
reserve, and at the same time are better pro- 
tected and feel more secure than before we 
joined. 

If a State bank reserve has been (which is 
seldom the case) and is to continue to be 
(which is improbable) maintained constantly at 
the minimum, upon entering the system such 
bank would be required to transfer from its 
depositaries, which pay two per cent., to the 
Federal Reserve bank, which pays no interest, 
and the loss of interest would be of consider- 
able moment. As a matter of fact, however, its 
reserves for the greater part of the year have 
been considerably in excess of the legal mini- 
mum. Should it continue this practice, a large 
portion of these funds now with depositaries 
could be continued with them, and this loss of 
interest would be small. If, on the other hand, 
by reason of its facility for getting currency 
and its re-discount privileges, it can run on 
less balances than heretofore, then this differ- 
ence could be loaned out at more than double 
the two per cent. it has been getting, and there 
would likely be no loss, but a profit. ” 

Should a State bank join the system, it would 
not be compelled to maintain much excess cash 
reserves when anticipating stringent money con- 
ditions, or when providing the financing of 
large transactions, either alone, or when it par- 
ticipates with other banks. It could, therefore, 
employ to greater advantage its excess reserves 
by applying them in the usual channels which 
yield a higher return than the interest received 
from its city depositaries. 
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(b) State bank members must have a capi- 
tal at least equal to that required for a Na- 
tional bank in the same place. 


This is reasonable, and certainly there can be 
no objection to it on the part of the banks that 
are of the size required. 

2. State banks must conform to the 


legal provisions imposed on National 
banks: 


(a) Prohibiting such banks from loaning 
on, or purchasing their own stock; 


(b) Relating to the withdrawal or impair- 
ment of capital; 


(c) Relating to the payment of unearned 
dividends. 


These provisions make for good banking and 
are found in substance in the laws of most of 
the States. There is no disadvantage in con- 
forming to them. The original Act put each of 
these matters under the Comptroller, whereas 
this amendment puts them, as to State members, 
entirely under the Federal Reserve bank. 


3. State bank members are made sub- 
ject to the provisions and penalties of the 
U. S. Revised Statutes, Section 5209, which 
relates to embezzlement, abstraction, mis- 
application of funds, false entries, and issu- 
ing obligations or disposing of assets with- 
out authority from the Directors. 


These provisions are wholesome and above 
objection. The enforcement of the penalties 
under this section was never under the Comp- 
troller, but for the National banks has always 
been, and now for all members is, in the courts. 


4. At least three reports of condition 
and of payment of dividends must be made 
each year on call of the Federal Reserve 
bank on dates fixed by the Federal Re- 
serve Board. 


The original Act provided for these reports 
to the Comptroller; but the amendment requires 
them only to the Federal Reserve bank on dates 
fixed by the Federal Reserve Board. Under 
the regulations, if the call is made as of the 
same day as the call of the State, as is usually 
the case, a copy of the statement made to the 
State will be sufficient. The laws of most of 
the States require at least two statements for 
State banks, while under the National Bank Act, 
National banks must make five. Moreover, 
many of the clearing houses require all of their 
members—including the State institutions—to 
make statements whenever the National banks 
are called for a statement. There may be some 
little added labor and some slight additional 
expense under this requirement, but I have 
heard of no bank making this an objection. 
Most State banks prefer to make statements 
when their competitors make them. 


5. State bank members under the 
amended law are subject to examinations 
made by direction of the Federal Reserve 
Board, or of the Federal Reserve bank, 
instead of by the Comptroller, as required 
by the original Act. But if the Directors 
of the Federal Reserve bank approve the 
examinations made by the State authori- 
ties, such examinations may be accepted 
in lieu of the Federal Reserve bank ex- 
aminations. 

This approval is usually given where the 
State examinations are considered worthy. The 
Board may also order special examinations, and 
if made, State banks must pay the expense of 
such examinations. This is a wholesome pro- 
vision: the tendency of it is to make the State 
Examiners more careful. No State Bank- 
ing Department would like to have ‘ts examina- 
tions turned down. Every State member bank 
will aid in making the State examinations so 
thorough that a Federal examination will not 
be required. This will tend to hold to a high 
standard all State examinations, whether of 
member banks or not, as the examiners will 
likely use the same yardstick everywhere. 

It is material to note here that these provi- 
sions entirely exempt State bank and trust com- 
pany members from examinations by, or reports 
to, the Comptroller of the Currency under the 
provisions of Section 5240, U. S. Revised Stat- 
utes, or otherwise. In other words, since the 
recent amendment to the Federal Reserve Act, 
a member trust company or State bank is not 
in any way subject to the Comptroller of the 
Currency; and so far as the Federal Reserve 
Act is concerned, it is subject to examinations 
and reports of condition only to the Federal Re- 
serve bank of its district. And note further, 
that the officers and directors of the district 
bank are residents of the district, familiar with 
local conditions, accessible to personal acquaint- 
ance, and two-thirds of them are chosen by the 
stockholding banks of the district, the other 
third being selected by the Federal Reserve 
Board. The two-thirds chosen by the stock- 
holding banks can elect all the officers except 
the Federal Reserve Agent and his deputy, and 
can in general control the management of the 
District Board. 

6. Non-compliance with the provisions 
of said Section 9 of the Act, or the regu- 
lations of the Federal Reserve Board, made 
pursuant thereto, subjects State bank 
members to surrender of stock and for- 
feiture of privileges of membership. 
This penalty can be imposed, not by the 

Comptroller, as before the amendment, but only 
by the Federal Reserve Board, and only after 
a hearing, and the Board may restore member- 
ship upon proof of compliance with the Act. 
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Without meaning to imply that it would have 
been otherwise under the Comptroller, it is 
meet to say that this insures that there will be 
no spasmodic, supercritical, or unreasonable en- 
forcement of the Act, and that a bank will have 
its attention drawn to any alleged violation and 
will have ample time to explain or reform its 
conduct. 

Thus, insofar as the Federal Reserve Act is 
concerned, this provision amounts to giving to 
the Federal Reserve Board about the same 
right as to controlling membership in the sys- 
tem that each State reserves to itself as to all 
corporations—namely: the right to forfeit a 
charter by quo warranto proceedings where a 
corporation violates the law. 


7. Under the original Act there was no 
express provision for a State bank’s get- 
ting out of the system, if it were once in. 


In answer to that objection—frequently and 
forcefully urged—the Federal Reserve Board 
made a regulation providing for withdrawal on 
twelve months’ notice; but now, under the 
amendment, State banks may voluntarily with- 
draw upon six months’ written notice. There 
is, however, a limitation that the aggregate with- 
drawals in any one year shall not be more than 


one-quarter of the capital of the Federal Re- 
serve bank. 


8. State bank members are made sub- 
ject to all provisions of the Act which 
relate specifically to member banks, ex- 
cept that State bank members are not sub- 
ject to examination by the Comptroller, as 
above mentioned. 





(See 1st and 2d paragraphs of Section 5240, 
as amended by Section 21 of the Act as 
amended June 21st.) 


In this connection, Section 22 of the Federal 
Reserve Act should be mentioned, as it is the 
only section that need be discussed in this con- 
nection as affording grounds for objection to 
entering the system. It will be hereafter dis- 
cussed. 


9. While State bank members are not 
limited by the Act in the amount of loans 
to any one borrower, they cannot procure 
re-discount of paper by any one borrower 
beyond ten per cent. of capital and surplus, 
with the usual exception that discount of 
bills drawn against actually existing value, 
and all business paper actually owned by 
the person negotiating the same, shall not 
be considered as borrowed money. In con- 
nection with re-discounts a certificate of 
non-excess must be furnished. 

There would seem nothing objectionable in 
this provision. 

10. There isa further prohibition against 
over-certification by an officer or clerk of 


a State bank member analogous to the 


similar provisions of the National Bank 
Act. 


However, the penalty is to be imposed, not by 
the Comptroller, as before the amendment, but 
only by the Federal Reserve Board after a 
hearing. There is no objection to this: 


11. A State bank must subscribe six 
per cent. of its capital and surplus to the 
capital stock of the Federal Reserve bank. 


One-half of this is payable immediately, and 
the balance is subject to call of the Federal Re- 
serve Board. In no instance as yet has this last 
one-half been called. The Federal Reserve bank 
is required to pay, when earned [cumulative] 
dividends of six per cent. on the amount paid 
in. Some of the Federal Reserve banks have 
not yet made such earnings. As a whole, how- 
ever, they have earned over 5 per cent. on their 
stock, and from this time on it seems evident 
that they will each earn the required six per 
cent. If they do this, there is no loss to the 
subscribing bank, except to those banks where 
the earnings on all its assets are in excess of 
this. No bank could be much hurt by putting 
3 per cent. of its capital and surplus in such a 
6 per cent. investment. But even if there should 
be some little loss here and some little loss on 
the interest on balances carried with the Fed- 
eral Reserve bank, this loss may be considered 
as premium paid for insurance. Those in the 
system are not making any complaint along this 
line. 

The suggestion has been made that it would 
be wise to eliminate the requirement of sub- 
scription to the capital stock of the Federal Re- 
serve banks, as this stock serves no particular 
function in the Federal Reserve system. In 
other words, the Federal Reserve banks do not 
require any capital stock, and if the stock were 
entirely eliminated, or reduced to a very small 
amount, the various Federal Reserve banks 
would not be obliged to earn money in order 
to pay dividends, and this would tend to keep 
the Federal Reserve banks out of the open 
market and out of competition with the mem- 


ber banks. 


Third: What are the Privileges of a Member 
Bank to Which It Will Be Entitled? 


(a) ACCEPTANCES AND DISCOUNTS. 


The acceptances of a member bank can be 
sold on the open market at a rate estimated at 
between 4% and ™% of one per cent. lower than 
the similar obligations of a non-member bank. 
It appears that banks generally concede this 
additional credit to a member bank. This is 
demonstrated by the daily quotations as to ac- 
ceptances of the higher class of members and 
non-members. The advantages, however, are 
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not to be measured solely by present business. 
As acceptance business grows more general, a 
bank is likely to have more business and more 
prestige if it can offer more favorable rates 
than other banks who are not members of the 
system. A member should be able to maintain 
not only its present prestige, but materially 
increase it. 

Non-members are limited in trading in ac- 
ceptances and deprived of fair profits derived 
therefrom by reason of the fact that they have 
no fixed channel by means of which they can 
dispose of their acceptances, except in the open 
discount market, which is limited and precari- 
ous in times of firm money rates. 

The regulations of the Federal Reserve 
Board defining eligible paper are liberal. From 
month to month acceptances are coming into 
greater use and the discount market is broad- 
ening. By amendment of the Act, acceptances 
can be made against domestic, as well as for- 
eign, shipments; but State banks are not limited 
by the Federal Reserve Act in the character of 
drafts which they now have the power to ac- 
cept under their State charters and statutory 
rights. A State bank, however, is limited by 
the Act in certain respects as to the quantity 
that it can accept for one borrower or in the 
aggregate. But such limitations relate entirely 
to drafts or bills of exchange which grow out 
of transactions involving the importation or ex- 
portation of goods or which grow out of trans- 
actions involving the domestic shipment of 
goods, provided shipping documents conveying 
or securing title are attached at the time of ac- 
ceptance, or which are secured at the time of 
acceptance by a warehouse receipt or other 
document conveying or securing title, covering 
readily marketable staples; and does not any- 
where refer to or affect a State bank’s right, if 
it has it under State charter or statutory pow- 
ers, to accept plain finance bills which may have 
no documents attached. And the limitations 
that are given in the Act (when it says that no 
member bank shall accept, whether in a foreign 
or domestic transaction, for any one person, 
etc., to an amount equal to more than 10 per 
centum of its capital and surplus, and when it 
says that no bank shall accept such bills to an 
amount equal at any time in the aggregate to 
more than 50 per cent. of its capital and sur- 
plus, with the privilege, upon approval of the 
Federal Reserve Board, of increasing to 100 
per cent. on foreign drafts alone, or on foreign 
drafts and domestic drafts together, provided 
that such domestic drafts shall not exceed 50 
per cent. of such aggregate) are limitations 
upon the amount of drafts or bills of exchange 
just above mentioned and have no reference to 
ordinary drafts that may be accepted by a State 
bank under its statutory rights. 


There is also the right to accept drafts drawn 
for the purpose of furnishing dollar exchange 
up to an additional 50 per cent. (See Section 
13 of the Act as amended.) 

Let me repeat, there is no limit, so far as the 
Act is concerned, on the character of accep- 
tances a State bank can make, nor as to the 
quantity except as above mentioned. My predic- 
tion is that the large trust companies will find a 
very large increase in their business along this 
line, and especially when they know that they 
have a fixed right to discount with the Federal 
Reserve bank. 


(b) CoMMERCIAL PAPER AND BILLS PURCHASED. 


In addition to the re-discounting privilege in 
the handling of acceptances, a State bank going 
into the system will have the privilege of re- 
discounting with the Federal. Reserve bank 
eligible commercial paper and bills of exchange 
in such an amount “as may be safely and rea- 
sonably made with due regard to the claims and 
demands of other banks.” 

The Federal Reserve bank’s rate of re-dis- 
counting this class of paper will usually be 
from 4 to 1 per cent. under the rate which the 
particular paper yields to the member bank 
offering it for re-discount. A State bank will 
be limited in a large expansion of its commer- 
cial business unless it has re-discounting facili- 
ties, such as are afforded by the Federal Re- 
serve system. It must have facilities as good 
as those of its competitor. 

No restrictions are imposed by the Federal 
Reserve Act on a State bank’s present powers 
to make loans under the State law-—+its full 
charter and statutory rights in this particular 
remain intact. 


(c) AccouNTS FROM MEMBER BANKS AND Ac- 
COUNTS CARRIED BY STATE BANKS 
WITH DEPOSITARIES. 


At the present time a National bank, or a 
member State bank, having excess reserves, can- 
not deposit an amount greater than 10 per cent. 
of its capital and surplus with a non-member 
bank and many banks at various times wish to 
have more than this with their city depositaries. 
The recent amendment having removed nearly 
all the fair objections a State bank could raise 
against joining the system, a large number of 
trust companies and State banks are now pre- 
pared to join, and they, therefore, would be 
subject to the same restrictions. 


If a State bank in a reserve or central re- 
serve city wishes to have large deposits from 
member correspondents it should join the sys- 
tem. It should then be able materially to in- 
crease the amount of deposits from member 
banks, and with such increase there would natu- 
rally follow an increase of deposits from non- 
member banks. 


eg 
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(d) CoLLaATERAL LOANS FROM FEDERAL RESERVE 
3ANKS. 


To borrow money from the Federal Reserve 
banks for a period not exceeding fifteen days 
on the member’s own promissory note, secured 
by commercial paper or Government bonds or 
notes. 

This is an important privilege and can be 
used on a moment’s notice to enable a bank to 
protect its reserve against sudden or unexpected 
large withdrawals of deposits, or calls for 
funds. It gives an opportunity to use as col- 
lateral for the time specified, bonds or notes 
of the United States and paper that might not 
be eligible for discount, that is, such drafts, 
bills of exchange or bankers’ acceptances as 
might not be eligible for re-discount, but would 
be eligible for purchase by it. 


(e) FeperaAL Reserve Notes AND OTHER 
CURRENCY. 

To obtain Federal Reserve notes and other 
currency as needed from the Federal Reserve 
bank. Here again, a member is relieved from 
dependence on the convenience or ability of its 
city correspondent. You know the Reserve 
bank always has the goods, and always finds it 
convenient to deliver them. 


RECEIVE PostaL SAVINGS 
AND OTHER GOVERNMENT FUNDS. 


(f) To DEPOSITS OF 

The law requires now that new or additional 
postal savings shall be deposited with member 
banks only. Thus, where a member bank loses 
deposits to the postal savings, and in troublous 
times this may be quite worth noting, the money 
may at once come back by the bank’s being a 
postal savings depositary. 


(g) To Have CuHecks AND Drarts Drawn 
Upon It Recetvep at Par By ALL 
FEDERAL RESERVE BANKS. 


(h) To Make Its Drarts ON THE FEDERAL RE- 
SERVE BANK AVAILABLE FOR IMMEDIATE 
Crepit AT ANY FEDERAL RESERVE 
BANK. 


(1) To ParticrpATE IN THE CHECK CLEARING 
AND COLLECTION FACILITIES OF THE FEDERAL 
RESERVE SYSTEM. 

A member is not required to use these facili- 
ties, but has the privilege. 

In passing, it may be well to remark that a 
number of clearing houses are settling their 
clearing house balances by check on the Federal 
Reserve bank, and under the amendment per- 
mitting this, non-member banks are keeping bal- 
ances there for that purpose. Note that these 
-non-member banks consider the benefits such as 


to justify them in keeping balances there with- 
out interest. 
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Moreover, doing business with the Federal 
Reserve bank is a great convenience in buying 
and selling New York Exchange. Hereafter, 
in the large cities, I think it will soon be almost 
impossible to do this economically without being 
a member. The collection system developing 
under the Federal Reserve Board cannot be 
equaled by any other method. Under the 
amendment, banks can charge for the collec- 
tion of checks drawn on them, except when pre- 
sented by a Federal bank. In the 
course of time, this will develop a monopoly of 
the collection business through the Federal Re- 
serve bank. There will be great advantage here 
from being a member. 

Each of the last three (g), (h) and (4), de- 
serves extended attention, but time will not 
permit; each is worthy of consideration in a 
separate paper, and the more each of them is 
considered, the more distinctly will appear the 
advantages a member has over a non-member. 


Reserve 


Section 11 (k)—Trust Powers to National 


Banks 


Since the Supreme Court of the United States 
has decided that Section 11 (k), giving National 
banks certain trust powers, is constitutional, it 
is likely that in due course many of these 
banks will develop trust departments, and if 
they do, then they will advertise their trust de- 
partments as under Federal supervision, and 
therefore, entitled to greater favor from the 
public. They now do this in their savings de- 
partments. There will then be the same reasons 
of prestige to come up for consideration with 
the trust companies. These trust companies 
that are members will likely be advertising that 
they can give to their patrons the additional 
protection of Federal supervision, and in addi- 
tion will make to the public a plea for more 
patronage, or more support, because they stand 
before the public with every possible element 
of public supervision and public protection that 
is afforded under the law, either State or Fed- 
eral. I think this may be an additional reason 
for trust companies to come into the system, 
and may, in some communities where competi- 
tors are aggressive, be sufficient, along with the 
other general considerations, to induce a trust 
company that does no commercial business to 
join the system. 


Section 22 of the Federal Reserve Act 


The most serious objection to the Act, from 
the standpoint of the State banks and trust 
companies, was that they found that Section 22 
of the Federal Reserve Act practically pro- 
hibited an officer or employee, director or at- 
torney, of a member bank from transacting any 
business with the bank. This may be stating 
the matter too broadly, but the general effects 
only are in contemplation. The penalties in this 
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Section No. 22 are fine and imprisonment. It 
is thought that the Federal Reserve Board has 
had more trouble over this section than any 
other section of the Act. The Board did not 
feel that it had any right, by regulation, to 
modify or define the express Act of Congress, 
but upon the whole subject being fully pre- 
sented to the Board, the result was that the 
main objections were met by the Board’s rec- 
ommending an amendment to the Act, provid- 
ing that interest might be allowed on balances 
of directors, officers, employees, and attorneys, 
and loans made to directors and attorneys on 
the express written authority of a majority of 
the Board of Directors. The Federal Reserve 
Board has ruled that this can be accomplished 
by a general resolution. While the prohibitions 
of this section apparently are not receiving spe- 
cial notice from the authorities at this time, 
yet it would be wise for any State bank or trust 
company, before it enters the system, to have 
Section No. 22 referred to its attorney for a 
report. 

This section needs further amendment, so 
that without at all lowering the standards, its 
prohibitions will not unduly interfere with very 
many reasonable and proper transactions. 

Membership gives a State bank or trust com- 
pany added prestige. The general public has 
confidence in the Federal Reserve system, and 
feels that banks that have the benefits of mem- 
bership, and are subject to Federal supervision, 
are being managed safely, and are in a stronger 
position to take care of themselves and their 
customers under any and all circumstances. It 
is no answer to this to say that the size and 
growth of State institutions show that they are 
popular with the people, and that a State bank 
can always expect to get assistance from its 
city correspondent, which it knows is strong— 
and this, whether that correspondent is a mem- 
ber or not—and that it has always been liber- 
ally treated by that correspondent. It is well 
known that there have been many times when 
the city correspondent, whether State or Na- 
tional, under the old law, could not get cur- 
rency and when it could not lend money to its 
country bank customers, and that the tendency 
is, in general tight money times, for the city 
bank to be famishing for funds at the same 
time that its country correspondent is hungry 
for money. On which of two correspondents 
would you prefer to have to rely in times of 
stress—the member that you know has the right 
to re-discount with the Federal Reserve bank 
and get needed money for you, or a non-mem- 
ber, who has no such right, and who may have 
to depend on the courtesy of one of its corre- 
spondents or depositaries who is a member? I 
believe it true that practically every large trust 
company keeps the majority of its reserve ac- 


counts with National banks, or with State banks 
who are members. This is not alone for the 
reasons of reciprocal business, but because those 
large institutions realize that they need the pro- 
tection of the Federal Reserve system, in- 
directly, at least. It seems reasonable that cus- 
tomers, especially those whose business requires 
large lines of credit, should do business with a 
bank which, in times of drought, has«the right 
to go direct to the reservoir. Before ‘we be- 
came members, we certainly felt that way. I 
could not answer the argument. We thought 
that in the long run our customers would ar- 
rive at the same conclusion, so we joined the 
system, and ever since have been glad that we 
did. 

It is generally admitted that the Federal Re- 
serve Board is made up of men who are com- 
petent, prudent, reasonable, approachable and 
patriotic, and who do not play politics. The 
same may be said of the Boards of the several 
Federal Reserve banks. The public knows this; 
the public believes in the system; the public un- 
derstands the benefits that will accrue to a 
bank from joining the system; and it will not 
be very long before there will begin to be an 
opinion that if an eligible State bank or trust 
company does not join the system, it is because 
the character of its business, or the condition of 
its business, is such that it would not be per- 
mitted to join. 

The advantages of membership are distinct, 
important, and cumulative. The disadvantage 
that is most often asserted is that the Federal 
Reserve bank does not allow interest on bal- 
ances. As a nation, we are giving liberally our 
blood, and our treasure, to this gigantic strug- 
gle. We send our boys to the front—we kiss 
them good-bye with valiant hearts. _Will we 
then’ falter at so paltry a sacrifice, if it be one, 
as losing a little interest on our balances? Our 
country needs credit, and as more billions are 
required, more credit will be required to pro- 
tect those boys, to absorb the financial shock 
during the war—to win the war—and after the 
war to be in shape for a rapid convalescence. 

The best way to make the foundation for 
more credit is to corral the gold of the coun- 
try in Federal Reserve banks and have the 
banks of the country present a united, co-operat- 
ing force. Will you do your part? 


Procrastination 


Tomorrow! It is a period nowhere to be 
found in all the hoary registers of time, unless, 
perchance, in the fool’s calendar—Wisdom dis- 
claims the word, nor holds society with those 
who own tt. CoLTon. 
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WAR-TIME SERVICES RENDERED BY THE FEDERAL 
RESERVE BANKS 


INTANGIBLE ADVANTAGES OF MEMBERSHIP TO STATE BANKS 
AND TRUST COMPANIES 


PIERRE JAY 
Chairman Federal Reserve Bank in New York 





(Epitor’s Note: 


The followmg is a reproduction of a letter received by Mr. Breckinridge 


Jones from Mr. Pierre Jay and which was incorporated in the address delivered by Mr. Jones 
before the last annual meeting of the Trust Company Section. Mr. Jay summarizes the important 
services which the Federal Reserve system is rendering to the country and the facilities which it 
offers to banking institutions in providing for utilization of credits, centralization of reserves and 


protection against demand liabilities.) 
Buckman, N. M., September 18, 1917. 
DeAaR Mr. JONES: 

I regret that, through illness, I have been 
unable before to answer your letter of August 
27th asking for my views as to the advantages 
and disadvantages of membership in the Fed- 
eral Reserve system. It gives me pleasure to 
answer, but instead of presenting a sort of 
ledger account with the debits to membership 
side and the credits on the other, I 
should rather leave this to be figured out by 
each individual trust company, and suggest to 
you certain benefits from the system both to 
and to banks, which may seem too 
intangible or remote to enter in a balance sheet, 
yet which constitute the really important serv- 
ices which the system is rendering the country. 
The Stability of the Federal Reserve System 


We are midway in the transition from a 
system of scattered reserves to a system of con- 
centrated reserves. The system we are leaving 
behind was a fair weather system; it would not 
work in bad weather. It was all right when 
the winds were light and credit was moving at 
its normal velocity, but when the winds sudden- 
ly freshened, and the velocity of credit move- 
ments increased, it failed to work, for it had 
no way of suddenly manufacturing the new 
credit required by the increased velocity ex- 
cept by drawing on its own reserves, which in- 
evitably meant withdrawing credit already ex- 
tended in other directions, thereby chilling our 
whole industrial fabric. 


on one 


business 


Elasticity of Credit Manufacturing Power 

The banks in the various reserve cities which 
carried the banking reserves of the country, and 
which were expected to furnish the new credit 
when needed, were commercial banks operated 
for profit and carrying reserves relatively little 


larger than those of the banks for which they 
were expected suddenly to manufacture the 
larger additional credits. Theoretically, they 
were habitually near the end of their credit 
manufacturing power. In practice, they could 
not produce the required amount of new credit. 

Many country banks have referred to the 
ease with which they came through the various 
panics from which we have suffered, saying that 
their city correspondents have taken good care 
of them. This is undoubtedly true, but the 
city correspondents were often able to do so 
only by weakening their own position to such 
an extent as to bring about either suspension 
of payment typified by clearing house certifi- 
cates, or by such a readjustment of their other 
credits as to cause a paralysis or slowing up of 
industry which has caused the loss of untold 
millions to the customers, employers and em- 
ployees of the country banks which have ex- 
pressed such satisfaction at the way they have 
gotten through past panics. 


Stabilization of Reserves and Credits 


The whole trouble came because the reserves 
of the country were kept in institutions keeping 
commercial bank reserves, instead of Reserve 
bank reserves. A commercial bank carrying 
from 15 per cent. to 25 per cent. reserve is not 
an institution to which one can safely look to 
manufacture suddenly, any large additional 
amount of credit. It is already using its credit 
nearly to the limit. The Federal Reserve banks, 
on the other hand, normally carry reserves of 
from 70 per cent. to 80 per cent.; their ability 
suddenly to manufacture credit is very large. 
They are like a large reservoir of unused credit 
which may be drawn upon at any moment with- 
out causing financial strain or disturbing exist- 
ing credits. 
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Federal Reserve System Has Stood the Test 

As I have said, we are midway in the transi- 
tion from the old way of keeping our bank re- 
serves, to the new way. Half the banking re- 
sources of the country have adjusted themselves 
to the new way and have affiliated themselves 
with this new, efficient and smooth working 
credit factory; the other half cling to their old 
system with all its rigidity and inelasticity, and 
its inability to give them the credit facilities 
they need unless it falls back on the Federal 
Reserve system. They have postponed the de- 
cision as to joining the Reserve system for one 
reason or other, the reason most generally as- 
signed being that they wished to wait until the 
system had come into action and had been 
tested. Well, the system came into action and 
was tested last June. 


Functions in War Financing 


Under the enormous transactions of war fi- 
nancing, the wheel of credit suddenly began to 
revolve with a velocity never before known in 
the country. As usual the strain was felt most 
acutely in New York, the money center. Funds 
on deposit in New York began to be withdrawn 
to other parts of the country in enormous vol- 
ume to pay for Treasury certificates of in- 
debtedness and Liberty Loan bonds. As fast as 
practicable the Treasury transferred these funds 
back to New York to make advances there to 
the various foreign governments. To maintain 
their reserves during this period the New York 
banks had recourse, freely, to the Federal Re- 
serve bank. On June ist, its loans and dis- 
counts were sixty-two millions, representing the 
extent to which its credit was in use. They had 
stood at about this sum during the two preced- 
ing months. On June 19th its loans and dis- 
counts were two hundred and seventy-four mil- 
lions, or an increase of two hundred and twelve 
millions in nineteen days in the extent to which 
its credit was required by the local banks. A 
month later its loan and discounts had fallen 
to seventy-three millions, showing the tempo- 
rary nature of the demand and the ability of 
the Reserve bank to contract as quickly as it ex- 
panded its credit. Furthermore, besides sup- 
plying this vast amount of credit to fill the 
vacuum caused by the withdrawal of funds 
from New York, the Federal Reserve system 
supplied the machinery to transfer hundreds of 
millions of dollars every week back and forth 
across the country without the shipment of a 
dollar of currency or coin and presumably with- 
out a dollar of cost to the banks making the 
transfer. 

The figures for the rest of the country are 
not so striking but two hundred and twelve 
million dollars is an amount of credit far ex- 
ceeding the largest amount of Clearing House 
certificates ever issued in any year by the New 
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York banks. What would have happened if 
the Federal Reserve bank had not been there 
to provide this sudden and pressing demand for 
credit no one, of course, can say, but I am 
convinced that it would be utterly impracticable 
to carry on the Government’s war financing on 
the large scale necessary without the existence 
of the Federal Reserve system. But the Fed- 
eral Reserve system, with one-half of the bank- 
ing resources of the country behind it, might 
well prove unable to supply the credit required 
by all of the banks of the country, should the 
strain become too severe 


Necessity of Unity 


It, therefore, seems to me that the trust com- 
panies and the other State institutions, now 
that the system has had its test, the severity of 
which is perhaps not generally appreciated, 
owing to the steadiness of the conditions it 
produced, and now that the laws have been 
amended in so favorable a way to the State 
institutions, should consider the question of en- 
trance to the system, not solely on the basis 
of whether they will suffer an immediate loss or 
show an immediate profit from membership, but 
on the far broader basis of public policy and 
of what will be the best for themselves and 
their customers in the long run; whether their 
reserves will be used in such a way as to be 
an element of strength to the financial business 
of the country, or whether as an element of 
weakness. 


Improvement in Collection System 


One of the things for which the country 
banks have criticized the Federal Reserve sys- 
tem has been the par collection system. The 
criticism is a perfectly natural one, but it fails 
to recognize the broader aspects of this manda- 
tory provision of the Act. In 1863 the volume 
of bank notes was 60 per cent. of the volume 
of bank deposits. Now bank notes equal only 
6 per cent. or 7 per cent. of the deposits of the 
National banks. Deposit currency now com- 
pletely overshadows bank note currency. In 
1863 the National Bank Act was passed to 
standardize bank note currency. One of the 
objects of the Federal Reserve Act was to 
standardize deposit currency. 


Just as it took some years to effect the stan- 
dardization of bank notes a half century ago, so 
it will now take some time to standardize bank 
checks, but I venture to say that a few years 
hence we would no more revert to the unscien- 
tific method of dealing with check collections 
and domestic exchange which prevailed up to 
1914, than we would be willing to go back to 
the system of bank notes prevailing prior to 
1863. 
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Solving the Domestic Exchange Problem 
[he Federal Reserve. system is eliminating 
from our domestic exchange transactions that 
element of supposed to arise from the 
shipment of currency to make exchange, by 
itself absorbing the cost of shipping currency 
whenever this is necessary. 


cost 


At a cost which is 
: } * - . 4 2 » 
negligible and assumed in the public interest, 
the system has been able, through the medium 
of its gold settlement fund, to make transfers 
and settlements at par between all twelve Fed- 
eral Reserve banks and the districts they repre- 
Any i 


ties may 


sent member choosing to use its facili- 
make settlements at par in any 


part 
of the country. 


Jankers and business men do 
not generally understand that the country is 
thus on a par basis for the remittance of funds, 
but members of the Trust Company Section will 
not be slow to grasp its significance. 

It would be difficult for figure 
any direct profits from the administration of 
the gold reserve of the country by the Federal 
Reserve system, yet this is one of its functions 
which, if properly exercised, should, when the 
exchanges become normal, prove of 


members to 


immense 
benefit in steadying the credit conditions of our 
country. During the past three years the sys- 
tem has accumulated over $500,000,000 of gold 
in exchange for Federal Exchange notes, in 
addition to the gold provided by the deposits 
of its member banks, its total gold holdings now 
being about $1,398,737,000. 


There is still over $500,000,000 of gold and 
gold certificates in circulation as pocket and till 
money, a considerable portion of which should 
also gradually find its way into the Federal Re- 
serve banks. If they should be able, through 
this means, and through the entrance of a con- 
siderable number of State institutions to the 
system, to accumulate a fund of $2,000,000,000 
gold, there would still be left about $1,000,000,- 
000 of gold in bank vaults and elsewhere, yet 
the system would have the largest gold fund in 
the world, and would be put in the strongest 
possible position not only to deal effectively with 
international gold movements, but to assume 
successfully the responsibility which must in- 
evitably fall to its lot of constituting the first 
line of defence of our Government in maintain- 
ing the gold standard of this country. 
written 
tangible, 
system, 


I have 
than 
serve 


you about intangible, rather 
advantages of the Federal Re- 
because I believe that, in the 
long run, they are the ones that count most. 
I have felt also that the country was in a mood 
to consider intangible things just now, since it 
has entered the war with no thought of profit 
or gain for itself, but to help “make the world 
safe for Democracy.” For this purpose which 
seems somewhat remote from us, we are pre- 
paring to make colossal sacrifices of men and 
money. Is it too much to ask the State institu- 
tions to consider membership in the Federal Re- 
serve system in this same spirit. 


CABINET OFFICERS AND ABLE, Patriotic CiviILIANS WHO ARE DIRECTING THE NATIONS’ 
War MACHINERY AND THE MOBILIZATION OF ITS RESOURCES. 
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SHOULD TRUST COMPANIES JOIN THE FEDERAL 
RESERVE SYSTEM ? 


INSTITUTIONS WHICH EXERCISE PURELY FIDUCIARY POWERS 


FRANK W. BLAIR 
President Union Trust Company, Detroit, Mich. 


(Address at recent Annual Meeting of the Trust Company Section, A. B. A. 


Because of the official position I occupy in 
this Section, and in order that no person may 
get a false impression regarding the position of 
any member of the Executive Committee, I 
want to make it plain before I start to read this 
paper that what is contained therein, is a reflec- 
tion of my own individual views and that no 
member of the Executive Committee has had 
any part in its preparation, and that only two 
or three members even know of the subject. 
I feel I ought to make that announcement in 
justice to the me:nbers. 

The question whether trust companies 
throughout the country should join the Federal 
Reserve system is an exceedingly important one, 
and should be from all 
points of determination is 
reached. The discussion of the subject may 
best be had under three heads: 

First: The advantages, if any, which may 
accrue to the Government from such action; 

Second: The advantages, if any, which the 
trust companies themselves may derive from a 
connection with the Federal Reserve system; 

Third: The disadvantages, if any, which may 
result to the trust companies themselves in case 
they become members. 


carefully considered 


view before a 


Advantages, if Any, Which May Accrue to 
the Government 

First: It is hardly necessary to say that the 
trust companies will yield to no one in patriotic 
devotion to their country. The welfare of the 
nation is paramount, and must always be the 
first consideration, particularly in time of war. 
If it is necessary to the upholding of the Fed- 
eral system that the trust companies should be- 
come a part of it, they will respond, even if 
such action is detrimental to their private in- 
terests. It is certainly reasonable, however, and 
not unpatriotic, to consider whether the benefit, 
if any, which the Government may derive from 
such action by the trust companies is sufficiently 
great to justify the sacrifice of the private in- 
terests represented by the trust companies, pro- 
vided that such interests are liable to suffer, or 
incur serious risk as a result of the trust com- 
panies becoming a part of the system. 


It not infrequently happens that an appeal to 
patriotism leads to extremes, which result in 
no benefit to the country, but on the other hand, 
in harm to the people themselves, who are led 
astray by their own excessive zeal and over- 
enthusiasm, the nation is best served by those 
who give reasonable and steady consideration 
to the great problems which are constantly aris- 
ing, and whose actions are guided by judgment 
rather than impulse. 

About the only substantial benefit which the 
Federal Banking system will derive from the 
trust companies becoming members is that such 
action will aid in the mobilization of the gold 
reserve of the country, which is one of the prin- 
cipal purposes of the Federal Reserve Act. 
This, however, has already been provided for in 
another way, by the voluntary action of the 
trust companies themselves. At the May meet- 
ing of the Executive Committee of the Trust 
Section a resolution was adopted urging the 
trust companies:to keep their gold reserves 
with the Federal ‘Reserve bank of ‘their respec- 
tive districts; and if-State authority is required 
to enable the trust companies to do this, that 
every effort should be secure such 
authority. It is evident that if this recommen- 
dation is compked with, it will-be as effective 
as if the trust companies actually joined the 
system. Any trust company which is unwilling 
to keep its gold reserve with the Federal Re- 
serve bank, certainly .will. not voluntarily go 
further and join the system, which will involve 
the same action. It would .seem, therefore, that 
there is no compelling reason for the trust 
companies joining the system in order to give 
it support. 


made to 


Advantage, if Any, Which Trust Companies 
May Derive 


Second: Let us consider then the relative ad- 
vantages and disadvantages which may result 
from so important a change in the conditions 
under which the trust companies must adminis- 
ter their affairs, and if possible, decide upon 
which side of the proposition the most benefit 
lies. 
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Taking up the advantages which the new 
system may afford: The only ones of particu- 
jar importance are the rediscount privilege, the 
ability to receive Government deposits, and the 
benefit of the collection system. 

So far as the rediscount privilege is con- 
cerned, this may be of some advantage to those 
trust companies who are in fact not trust com- 
panies, but banks, or where the commercial 
banking end of the business dominates and 
overshadows the trust business; in most States 
trust companies have little paper which would 
be available for rediscounting, and they invari- 
ably have such business connections and affilia- 
tions as to make the privilege of rediscounting 
of comparatively small importance. 

The other advantages, that of being qualified 
to receive Government deposits and the benefit 
(if it is a benefit) of the collection system, are 
already enjoyed by non-member banks, under 
the recent amendments to the Federal 
Act, and therefore, need not be considered as a 
reason for joining the system. 


Reserve 


Disadvantages, if Any, Which May Result to 
Trust Companies 

Third: The disadvantages which are likely 
to result in case of a trust company becoming 
a member of the system are principally those 
which affect the transaction of their trust busi 
ness strictly, so-called, rather than such bank 
ing business as may be carried on by the com- 
pany. In order to fully understand this, the 
distinction between banking and the doing of a 
trust business should be kept in mind. 
lation betwee1 


The re 

a bank and its customer is that 
of debtor and creditor. The title to the money 
which the depositor leaves with the 
and the money 








yank passes, 
becomes the property of the 
bank, to be invested or disposed of as the bank 
may see fit, without accounting to the depositor. 
If a profit is made it is the bank’s profit. If a 
loss is incurred, it is the bank which suffers the 
and in either event the depositor has a 
right to the return of his money by the bank, 
because of the contract relations between them 

The relation between the trustee and its cestui 
que trust is precisely the opposite. While the 
technical title to the property is in the trustee, 
the beneficial ownership is in the beneficiary. 
The trustee has no right to use the trust funds 
for its own advantage, or to mingle the trust 
funds with its own; and if after exe-rising 
reasonable judgment in the investment of the 
funds a loss occurs, it falls upon the beneficiary, 
and not upon the trustee. This being so, the first 
requisite is that trust funds should invariably 
be kept separate and distinct from all other 
funds belonging to the trustee—a requirement 
which unfortunately is not always complied 
with, and the importance of which is not al- 


loss: 


ways appreciated. The necessity for such segre- 
gation of trust funds is coming to be quite gen- 
erally recognized. 

Many of the recent banking and trust laws 
contain provisions requiring banking and trust 
powers to be exercised by separate corpora- 
tions; and where a single corporation is vested 
with both classes of power, rigid restrictions 
are provided as to the segregation of the two 
classes of business. This distinction is recog- 
nized by the Federal Reserve Board in their 
regulations of National banks, which have been 
granted trust powers. These regulations spe- 
cifically provide that trust funds and securities 
shall be strictly kept separate and distinct from 
the general funds and securities of the bank, 
and that separate books of account shall also 
be kept. 


Distinctive Character of Trust Business 


It was because of the conviction that the trust 
business could be administered best by separate 
corporations that the recent effort to obtain such 
a construction of Section 11 of the Federal Re- 
serve Act was made. Having this distinction 
in mind, it is obvious that the provisions of a 
system designed for the conduct of a banking 
business alone may not fit the transacting of a 
trust business. 

Trusts are peculiarly local in character. The 
interests involved are purely private and indi- 
vidual. The laws respecting their administra- 
tion, particularly those governing the adminis- 
tration and descent of property of deceased 
persons are far from uniform throughout the 
country, varying according to the different and 
changing requirements of the community sub- 
ject to them. Rigid restrictions involving ex- 
pert service and much expense, which are not 
only appropriate but imperative in metropolitan 
communities, may be altogether out of place 
and unnecessary in country districts or more 
sparsely settled regions, where conditions are 
entirely different. 

At the present time there is no general Fed- 
eral law regulating trusts, and it is extremely 
doubtful whether it would be desirable, even if 
constitutional (about which there is much 
doubt) to undertake to prescribe general rules 
upon the subject, applicable alike to all parts of 
the country. 


Distinction Between Trust and Banking Business 


In considering the effect of a trust company 
becoming a member of the Federal system, un- 
der the recent amendments the distinction be- 
tween banking and the exercise of trust powers 
cannot be lost sight of. 


When a trust company 
exercises its banking powers, they are exercised 
under recognized laws, which are practically 
uniform, and little is left to arbitrary regula- 
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tion; and so far as the Federal Reserve Board 
has the power to make regulations respecting 
the business of State banks, such regulations 
naturally must conform to the uniform require- 
ments imposed upon National banks. On the 
other hand, there is no general trust law to 
which corporations exercising trust powers 
must conform. The laws of the several States 
are far from uniform. The extent of the power 
of the Federal Reserve Board to make regula- 
tions is not entirely clear, but it is certain if 
general rules of uniform application are made, 
they must inevitably conflict with some of the 
State regulations to which State corporations 
are already subject. For example, there is a 
great difference in various parts of the country 
as to the amount of capital which a trust com- 
pany must have before it can transact a trust 
business. In some States it is small and in 
others large. A uniform rule upon the subject 
not only would conflict with some of these 
provisions, but would be undesirable. The same 
may be said as to the amount of security to be 
deposited with State authorities; the liability 
of shareholders and of officers; examinations 
by State authorities; methods of liquidation; 
and many other State requirements. 


Conflict of Federal and State Authority 


Under the amendments permitting State cor- 


porations to become members of the Federal 
system, the corporation is supposed to retain all 
of its charter rights, and reciprocally must be 
subject in all respects to the control of the State 


authorities. The control which the Federal 
authorities may exercise over such corporations 
is not regulated by Federal law upon the sub- 
ject, but rests solely in the discretion of the 
Federal Reserve Board, whose action is unre- 
stricted and subject only to such limitations as 
the members of the Board may impose upon 
themselves. If a conflict arises, which is al- 
most inevitable, the very difficult and undesir- 
able situation is presented whether the regula- 
tions prevail over the State law or whether the 
State corporation, which has been invited into 
the system upon the assurance that it would 
retain its charter privileges, may continue to 
enjoy them, notwithstanding the regulations. 

That this is a question fraught with doubt 
and uncertainty even in the minds of Govern- 
ment officials is illustrated by the conflicting 
opinions which have been rendered on the mat- 
ter of the application of the Clayton Law to 
State banks joining the system. 

Under the amendment of June 21, 1917, a 
State bank joining the system is subject only 
to the provisions of the Federal Reserve Act, 
which relate specifically to member banks, and 
in all other respects “the bank shall retain its 
full charter and statutory rights as a State bank 


or trust company, and may continue to exercise 
all corporate powers granted it by the State in 
which it is created.” The right to select a di- 
rector, who is director in some other 
bank or trust company would seem clearly to 
be one of the rights and privileges of a State 
bank, when not prohibited by State law. 

Counsel for the Federal Reserve Board has 
given an opinion that the Clayton Law prevents 
such State banks from electing directors who 
are also directors in other banks or trust com- 
panies. More opinion has been 
handed down from the office of the Attorney- 
General to the effect that the Clayton Law does 
not in this case apply. 


also a 


recently an 


Objection to Double Control 


The objection to a double control which may 
result in unseemly conflict, is a serious one, and 
is intensified when applied to trust powers, be- 
cause of the character of the control which 
would be exercised by the Federal authorities. 
As already pointed out, it would not be a con- 
trol by Federal laws adopted in the usual and 
orderly method of legislative procedure, as 
there are no Federal laws regulating the ad- 
ministration of trusts. It would be an adminis- 
trative control by executives, who declare the 
rules which they themselves enforce; rules made 
without hearings of parties to be affected, and 
discriminatory, if they choose to make them so; 
rules which have the force of laws, though 
adopted in a manner at variance with the long 
established principle, that the administrative de- 
partment of our Government should be distinct 
from the legislative, that the ‘people should 
make the laws and the administration should 
enforce them. 

It should be distinctly understood that this 
criticism is not directed against the members 
of the Federal Reserve Board, most of whom 
have shown themselves to be in all respects 
able, public-spirited and fair-minded. It is a 
great principle which is involved. Our Govern- 
ment is rapidly drifting towards autocracy. We 
are being governed by an increasing number of 
commissions and bureaus, which under the guise 
of regulations, are rapidly usurping legislative 
prerogative. The situation is a menacing one, 
and cannot be ignored. 

Speaking, therefore, for those trust companies 
which are in fact transacting a substantial trust 
business, and not merely a commercial banking 
business in the name of a trust company, I am 
convinced that under present conditions, the 
best interests of such trust companies will not 
be promoted by entering the system. 

Albert H. Wiggin, chairman of the Chase 
National Bank, has been chosen fuel adminis- 
trator for the State of New York. 
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PROTECTION FOR THE HOLDERS OF RAILROAD 
SECURITIES 


PURPOSES OF NATIONAL ASSOCIATION OF OWNERS OF 
RAILROAD SECURITIES 


S. DAVIES WARFIELD 
President Continental Trust Company of Baltimore and President of National 
Association of Owners of Railroad Securities 


(Eprtor’s Note: Fifty million people—nearly one-half the population of the United States 


are direct or indirect owners of railroad securities. 


Of the twenty billion dollars capital invested 


in the railroads not less than seventeen billion is in the hands of the public in the form of stocks 


and bonds. 


Section, American Bankers’ 


In the following address which Mr. Warfield delivered before the Trust Company 
Association, at the recent annual meeting in Atlantic City, he dwells 


especially upon the need of co-operation on the part of banks and trust companies as holders of 
railroad securities, in joining the national movement to bring about the conservation and greater 


stability in railroad security values. 


His appeal resulted in the adoption of vigorously worded 


resolutions by both the American Bankers’ Association and by the Trust Company Section.) 


In our war preparations if we could turn 
back the hands of time eighteen months, how 
grateful we would be. It may not have been 
possible to foresee what is now happening 
around us; every human force at work pre- 
paring for actual participation in the world’s 
conflict. Yet had we then been as far ahead 
as now, German despotism might be at an 
end. 
few of us 
paredness has 


How have realized what pre- 
really meant. The war is 
working great changes in every relation of 
life, social as well as business. We shall not 
go back to an era of great extravagance in 
personal living or in the indulgence of pleas- 
ures on the lavish level of expenditures of 
the past. Business will be conducted on a 
broader plane—the human plane of live and 
let live, of co-operation. The best that is 
in us comes now to the front to guide our 
actions and when the war stops the result will 
be felt in every walk of life. We have now 
been taught preparedness not only for the war 
but as it affects our peaceful and personal 
pursuits. And as we turn to help—to do our 
part—we should also have an eye to the pro- 
tection of those who may have entrusted to 
our care or keeping their means of livelihood 
which has been invested by us, as bankers, 
in securities which belong to others who 
through the institution we represent depend 
upon their value and upon the income from 
them. 


Invested Capital in Railroads 


The greatest aggregation of capital of any 


single business enterprise is invested in the 
common carriers of the country, of which the 
railroads form the chief part. Upwards of 
twenty billion dollars are employed, seventeen 
billion dollars of which are oustanding in the 
hands of the public. They are the greatest 
users of money and of labor, the largest pur- 
chasers of material and supplies, the greatest 
business circulating medium of exchange of 
money for those commodities and for labor in 
the world. They come closer 
than any other business. 
ability to 


to the people 
The greater their 
serve those dependent upon them, 
the greater will be the prosperity of those so 
dependent. Upon their ability to extend their 
lines—their service—to expand their facilities, 
depends the added wealth of the Nation. This 
is when at peace. How much more important 
becomes this service in times of war. 

To meet the war situation the railroads 
were among the first to respond—in formu- 
lating plans to co-operate one with the other, 
throwing aside plans of competitive operation. 
Bringing into one co-operating system all the 
railroads of the country and in turn co-operat- 
ing with our great President and the Gov- 
ernment to the end that the war shall be 
prosecuted to the limit in so far as the ability 
of their executives can accomplish it. 

I am not here holding a brief for railroad 
managements of the past or of the present, 
nor do I defend acts which in the past have 
disgraced the railroad world. Furthermore, 
I have differed with many of the railroad 
executive officers in plans they have proposed 
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and acted upon in times past and I still differ 
very materially with many of them in matters 
of policy and in what I know to be some of 
their desires and purposes for the future. Dis- 
cussion of these matters has no place here. 

I am here today, a banker, one of your body 
if you please, representing an association 
which was organized in Baltimore on May 
23d last, to prepare the way collectively to 
take up and act on questions which have 
arisen and others which will arise, affecting 
the owners of the securities of the railroads— 
the real owners of the respective properties, 
the majority of whom have no voice in the 
management of the properties in the securi- 
ties of which they have invested their money, 
I especially mean the bondholders. At that 
meeting there were over five hundred owners, 
or representatives of owners of railroad se- 
curities. Over three billion dollars of rail- 
road securities, bonds and stocks, were repre- 
sented, an unusual gathering. The National 
Association of Owners of Railroad Securities 
was organized. As president, and in behalf 
of that association, I have come here to ask 
you to co-operate with us by joining this 
association as individual members, and by 
having your banks and trust companies do 
likewise. We are receiving support generally 
throughout the country, especially from the 
great life insurance companies. 


How Railroad Securities Are Held 


Fifty million people, nearly one-half of our 
population, are directly or indirectly owners 
of railroad securities. This ownership is 
divided as follows: 

By individuals outright, numbering over 
1,000,000, owning $10,000,000,000. 

By life insurance companies, with 46,000,000 
of policies in force, held by 33,000,000 per- 
sons, representing a total of $1,550,000,000. 

By savings banks with 10,000,000 depositors, 
representing $847,000,000. 

By fire and marine insurance companies, 
casualty and surety companies, representing 
a total of $649,000,000. 

By benevolent associations, colleges, schools, 
charitable institutions, etc., $350,000,000. 

By trust companies, State and National 
banks, $865,000,000. 

Balance held in channels not enumerated, 
mostly abroad. 

Let me read from the last circular issued 
by the association a copy of which was 
mailed to the banks and trust companies of 
the country: 


Our Purpose —“The purpose of this Asso- 
ciation is, through its officers, its committees 
and its membership, to do whatever it proper- 
ly can to protect investments made in rail- 
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road securities. We propose no controversy 
with the railroads, nor, on the other hand, 
shall we undertake to answer for them. It is 
our intention at all times to exercise such 
rights and powers as belong to the owner- 
ship of railroad securities.” 

General Scope —‘The activities of the As- 
sociation will include measures to be taken, 
which may be deemed necessary for the pro- 
tection of those it represents. These can 
hardly be enumerated here because of the 
largeness of the field to be covered. Should 
it become necessary to take up directly with 
the carriers questions which closely concern 
them, it remains for the managements to do 

>» 
$0. 


I might, therefore, divide the activities of 
the association as follows: By an educational 
campaign, to show the thirty-three million 
holders of life insurance policies that approxi- 
mately twenty-five per cent., or one-fourth, 
of the policies on their lives is secured by 
the securities (bonds and stocks) of the car- 
riers; also to that millions of other 
citizens such as depositors in savings banks, 
holders of stocks of financial and other insti- 
tutions owning railroad securities are indirectly 
interested in the value and stability of such 
securities; and to let the public know from 
time to time the good and bad of the situ- 
ation surrounding the carriers. 

By a supervision over such legislation as 
may be proposed for the carriers, that the 
public and those owning their securities may 
have full knowledge of the effect of such 
legislation. By assisting in correcting 
any abuses which may arise in the railroad 
world or in any attempted exploitation of 
carriers. 


show 


Prime Need of Co-operative Effort 


Our efforts cannot be successful unless we 
have the hearty co-operation of those who 
own or represent the owners of railroad se- 
curities, and I might add those who are in- 
terested in securities generally. I know that 
in these times of war we are co-operating 
in every direction to win the war, for it has 
now become our fight. President Wilson 
has well said, “Commercial activities should 
go on as usual so far as possible. Indeed, I 
think they should be stimulated in every 
legitimate way.” So we must look both ways. 
It is for you to determine whether member- 
ship for your institutions in this association 
is not a measure of protection and “prepared- 
ness,” which your stockholders would be glad 
to have you take in their interest. You in- 
sure your buildings and vaults against con- 
flagration and destruction. 
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Federal Food Administrator Hoover before 
the War Convention of American business 
men, held in Atlantic City about ten days ago, 
said “One looming shadow of this war is 
its drift toward Socialism. For the gigantic 
sacrifice of life the world is demanding a sac- 
rifice of property. We will surely drift to 
that rocky unless we can prove the 
economic soundness and willingness for pub- 
lic service of our commercial institutions.” I 
with Mr. Hoover. We say to Mr. 
Hoover, has more patriotic and generous 
response ever been given a government than 
is coming from every class of business and 
professional endeavor? And we now call at- 
tention, and later will ask our Government 
and those in high authority to correct exist- 
ing evils in dealing with business enterprise, 
be it railroad or industrial, and we will see 
to it that honesty of purpose shall control our 
actions. 


coast 


agree 


Due Consideration of Property Rights 


That our association took the same view as 
Mr. Hoover of the dangers ahead and for 
which we should prepare is evidenced by the 
following extract from our circular issued a 
month ago, viz.: 


“Not only are the fifty million investors in 
railroad securities concerned, but investors 
generally and the people as a whole are vital- 
ly concerned in a situation fast drifting 
towards the point beyond which it will not be 
possible to obtain due consideration for prop- 
erty rights. We have, therefore, more than 
a personal duty to perform. We have a pub- 
lic duty.” 


In asking attention to the aims and pur- 


poses of the association let me say that 
through collective action the most effective 
work can be accomplished, especially when 
considered and directed by committees com- 
posed of such men as make up the committees 
of this association. If you will read the 
names of the 100 men, including the five 
vice-presidents, composing the Advisory 
Committee, the thirty-three men composing 
the Executive Committee, and the fifty men 
so far making up the General Committee, you 
will find every sphere of business activity 
represented by men of recognized ability in 
their several callings. 

We have bankers’ and trust companies’ as- 
sociations, and the Investment Bankers’ As- 
sociation, organized for mutual protection and 
administrative work; we have chambers of 
commerce and boards of trade and manufac- 
turers’ associations and other trade and busi- 
bodies for the purpose of collective 
work. This association now presents the op- 


ness 
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portunity of organizing the owners of repre- 
sentatives of owners of the billions of dollars 
of investments in the securities of the rail- 
roads of the country for the purposes set 
forth. 


Advance in Railroad Efficiency 


As we shall not go back to ante-bellum 
methods in personal and business pursuits, 
so, in my opinion, the railroads will not return 
to former methods of competitive operation 
or to methods of regulation of the past. The 
methods of today, both for the handling of 
railroad cars for reloading and in the move- 
ment of commodities urgently required at any 
given point for any given purpose, as moved 
today are likely to produce, perhaps not a 
return to the old plan of pooling as was 
permitted by law, but a way will be found 
to take advantage of those methods now em- 
ployed for handling cars and the business of 
railroads which have proved efffcient. So, in 
the times which are to come plans will be con- 
sidered for the development of the railroads, 
far-reaching in effect and which will have 
an important bearing on the value of the out- 
standing securities of the carriers and also 
on future issues of securities made by them. 
An important duty of this association will be 
to watch the progress of events in order 
that the holders of the securities we repre- 
sent may be protected, and, through this as- 
sociation, can take part in the working out 
of such plans. So let us prepare now for 
the change, which I believe will be for the 
better, that is to come over the greatest of all 
business enterprises, with the greatest aggre- 
gation of securities and do our part in pro- 
tecting those who own them. 

Gentlemen, in thanking you for the time 
you have given me, I wish to call attention 
to the most extraordinary support we are get- 
ting from the great insurance companies of 
the country. Every one of the great insur- 
ance companies in New York has come in or 
is coming in. The Equitable has paid its 
dues, $5600, for the year. The dues will run 
as high in some cases as $7000. So they 
value the services we can render them. It 
will be the first time in the history of the 
country that they have ever sent out printed 
matter to policy holders, circulars, which did 
not relate to their own affairs. 


The Mechanics and Metals National Bank of 
New York has issued for its patrons, correspon- 
dents and friends a handy pamphlet containing 
the complete draft of the 1917 War Revenue 
Tax Law. A comprehensive index enables the 
reader to refer immediately to any provision. 
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THE SECOND LIBERTY LOAN AND TASK OF 
FINANCING THE WAR 


FEATURES OF INTEREST RATE, TAXATION, CONVERSION PRIVILEGE AND 
OTHER FACTORS EMBODIED IN GOVERNMENT WAR BOND ISSUE 


HON. WILLIAM G. McADOO 
Secretary of the United States Treasury 


(Eprror’s Norte: 


The stellar attraction at the recent annual convention of the American 


Bankers’ Association was, undoubtedly, the address of Secretary of the Treasury McAdoo on 


“The Second Liberty Loan.” 


Prefatory to launching into the technical provisions of the new 


Liberty Loan he traced, step by step, the cumulative and irresistible course of tragic events which 


forced this nation to take up arms against Germany. 


The bills of indictment, now a matter of 


historical record, left no doubt in the minds of Secretary McAdoo's hearers as to the justice of 
our decision and that any other course would have been a mortal blow to the honor, self-respect 


and standing of this nation. 


The following is that part of his address in which he explained in 


detail the provisions and conditions governing the second issue of Liberty bonds and the problems 
which bankers especially must meet in helping to raise sufficient funds for the conduct of the war.) 


When war comes to a nation the first essen- 
tial is money. We must keep our soldiers and 
sailors armed and equipped with the best that 
money can buy and American skill devise. We 
must constantly provide them with necessary 
clothing and food; we must pay their wages; 
we must, as a humane and just nation, support 
their dependent families while they are risking 
and giving their very lives for us; we must 
supply them with a reasonable amount of life 
insurance. We destroy their insurability and 
conscript almost the whole of their earning 
power when we draft them and send them to 
the front. We can do no less than restitute 
their destroyed insurability and their diminished 
earning power. We must increase, strengthen, 
and maintain our Navy; we must provide a pre- 
dominant fleet of aeroplanes and air fighters; 
we must build a great merchant fleet, so that 
our long line of communication with our gal- 
lant soldiers in France may be maintained and 
our commerce carried across the high seas in 
defiance of the German Kaiser and his sub- 
marines; we must succor our noble compatriots 
in arms—the British, the French, the Italians, 
the Belgians, and the Russians—by lending fhem 
money with which they can buy arms and food 
and other supplies in our markets. All these 
things must be done and done quickly. It is 
upon the Treasury of the United States that 
every demand in time of war focuses, because 
everything goes back to the gold pile. The 
problem of the American Treasury is the prob- 
lem of the American banker and the problem 
of the American people; it is the problem of 
keeping the Treasury supplied with the means 


to carry forward these great objects under the 
direction of the Commander in Chief of the 
Army and Navy of the United States, your 
President, whose glorious stand for America’s 
honor and America’s rights, for justice, civili- 
zation, and democracy have made him one of 
the greatest of the world’s outstanding figures. 


Twofold Problem 


The problem is twofold: To supply essential 
credits to the allied Governments, because it is 
vital to the cause that their strength and credit 
shall be sustained; and, secondly, to meet our 
own requirements. 

Roughly speaking, and after allowing for the 
amount of revenue to be raised by taxation for 
the fiscal year ending June 30, 1918, we shall 
have to raise by additional bond issues between 
thirteen and fourteen billions of dollars. It is 
estimated that $5,000,000,000 will represent addi- 
tional loans to the allied Governments, which, in 
turn, will give us their obligations bearing in- 
terest. This $5,000,000,000 will not, therefore, 
represent expenditures; it will represent loans 
based upon the good faith and honor of these 
foreign Governments—loans which will ulti- 
mately be repaid to the American people. But 
as we must finance these loans, they are an 
integral part of our general financial opera- 
tions. To raise thirteen to fourteen billions of 
dollars on or before the 30th of June, 1918, by 
the sale of bonds in recurring installments 
seems to some people an impossible task. It is 
a stupendous undertaking, but it is not impos- 
sible for America. It is not easy, but it can be 
done. Our resources are adequate; our will is 












perfect; our spirit is indomitable! and our suc- 
cess is certain. We have only to pull together— 
bankers, lawyers, doctors, manufacturers, farm- 
ers, wage earners, laborers, men and women 
alike, Girl Scouts and Boy Scouts, and every 
other class of our people—and we can do the 
job. Already we have demonstrated what a 
united people can do when partisanship is sub- 
ordinated to patriotism; when love of country 
becomes supreme. I look forward, therefore, 
with confidence to the success of the recurring 
campaigns we must make for the sale of Liberty 
bonds, and I am comforted by the reflection 
that the Government has the solid and unswerv- 
ing support of the patriotic men who compose 
the American Bankers’ Association. 

The new bonds bear 4 per cent. interest and 
are exempt from all State, municipal, and local 
taxation, except estate and inheritance taxes, 
and all Federal taxes except superincome taxes, 
excess-profits taxes, and inheritance taxes. 
They are convertible into another issue of 
bonds, if authorized by the Congress, bearing 
a higher rate of interest than 4 per cent. I 
shall not enter into the details, because Treas- 
ury circulars and regulations will explain them 
fully. I do desire, however, to advert briefly 
to the taxation feature of these bonds. 


Taxation Features of Second Liberty Loan 
Issue 


The first Liberty bonds bore 3% per cent. 
interest and were exempt also from supertaxes. 
These bonds did not make the widest appeal. 
To be successful with recurring issues of Lib- 
erty bonds, it is necessary that they should ap- 
peal to the masses of the people. In order to 
give the exemption from supertaxes on the 
first Liberty bonds, it was necessary to make 
the rate of interest correspondingly low.’ The 
returns show that of the 4,000,000 subscribers 
to the first Liberty Loan 3,960,000 subscribed in 
amounts of $10,000 and less. The aggregate of 
such subscriptions was approximately $1,300,- 
000,000, or 62% per cent. of the first offering. 
To most of these subscribers exemption from 
the supertaxes was of no value, or in any case 
of little value, whereas to the 40,000 subscribers 
who bought large blocks of Liberty bonds the 
exemption from the supertaxes gave an undue 
advantage. In order that they might have this 
advantage, the small holder was obliged to re- 
ceive a lower rate of interest. It was estimated 
that under the pending House bill the exemp- 
tion from supertaxes would make a 3% per 
cent. Liberty bond in the hands of a man with 
a large income equivalent to a taxable bond 
bearing 9 1-5 per cent. interest per annum for 
that part of his income in excess of $2,000,000. 
The inequality of this plan is obvious. It sets 
at naught the principle now firmly grounded in 
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our national policy, that graduated taxes shall 
be laid upon wealth in order that the burden 
of taxation may be equitably distributed and 
made to bear more heavily upon the rich than 
upon the poor. No one now challenges the 
correctness of this principle. It is, therefore, 
essential that Government bonds should be is- 
sued upon a basis which will be equally just to 
the poor man and the rich man, so that each 
may purchase these bonds upon practically the 
same interest basis after allowing for the differ- 
ent scales of taxation. The present law ac- 
complishes that object. 


Why Supertaxes Are Applied 


It should be borne in mind, moreover, that if 
the Government should continue to exempt 
from supertaxes bonds issued during this war, 
the time would come when there would be 
created in this country a class of people of 
great wealth, enjoying great incomes wholly 
free from tax burden. A grave risk would be 
involved in such a policy. It would be fraught 
with great danger to the State and would be 
well calculated to produce discontent with tax 
burdens falling thus heavily on the many to 
the exclusion of the few. 

For the purpose of illustration, let us sup- 
pose that the war continues so long that 
$20,000,000,000 of bonds, bearing 4 per cent. 
interest, should be outstanding, and that they 
were exempt from all taxation, including super- 
taxation. The interest charge on these bonds 
would be $800,000,000 per annum, almost as 
much as the entire expenses of the Government 
at the outbreak of this war. Let us suppose 
that half, or $400,000,000, represented the ex- 
emption from supertaxes which was accorded 
to people of great wealth. Bear in mind that 
I am taking arbitrary figures merely for the 
purpose of illustration. This $400,000,000 would 
have to be raised by taxation upon the masses 
of the people; in other words, they would have 
to be taxed directly in order that the $400,000,- 
000 of tax exemption could be accorded to the 
people of great wealth who bought the Liberty 
bonds. This is manifestly unfair, because, al- 
though the total exemption affects more or 
less the price for which the bonds may be sold 
for the United States, yet no adequate return 
can be had for it. 

We cannot sell bonds in billions on the basis 
of what they may be worth to the very rich. 
They must be offered to all the people alike at 
one price, and should appeal to all alike and 
upon equal terms. The result of selling a bond 
which bears a low rate of interest and carries 
exemption from graduated and superincome 
taxes will be this: The poor and the people of 
modest means will buy them for patriotic rea- 
sons, but will be unable to hold them, because 
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the return is too small. It will be less than 
they can get from banks of deposit or savings 
banks, and the tendency will be all the time 
for these bonds to be purchased from them and 
accumulated by the very rich without any ade- 
quate consideration moving from them either 
to the United States or to the original sub- 
scriber. In these circumstances the value of 
the tax exemption depends not upon the bonds 
themselves, but upon a wholly extraneous fact, 
the extent of the wealth of the holder. 


Reasons for Exemption From Normal Tax 


Much might be said for subjecting the bonds 
to normal income taxes as well as to supertaxes. 
Practical considerations, however, make such a 
discussion academic. If the bonds were not 
exempt from normal taxes it would probably be 
necessary to offer a higher rate of interest 
than 4 per cent. To do that would involve too 
sudden an adjustment in the markets for other 
securities to be healthy. It is important that the 
United States, in becoming a great borrower of 
money, should adjust the terms of issues in 
such a way as to avoid, as far as practicable, 
any break in the general market for securities. 
It is apparent that the reasons I have given, 
which are controlling against exemption from 
supertaxes, apply, if at all, only to a very lim- 
ited extent to exemption from stamp taxes and 
normal income taxes. These taxes are levied 
upon all wealth at a level rate, and the exemp- 
tion carries approximately equal value to every 
bondholder, rich and poor alike. There is a 
very natural feeling that the holder of a United 
States bond ought not to be harassed by little 
taxes and returns incidental to its ownership. 
The United States ought to be able to get full 
value for exemption from such normal and 
stamp taxes in the price and interest rate at 
which it will be able to sell its bonds. The 
bonds will, of course, continue to be exempt 
from all State and local taxes throughout the 
United States. 


Conversion Into Bonds Bearing Higher 
Rates 


If a subsequent series of bonds bearing inter- 
est at a higher rate than 4 per cent. per annum 
should be issued by the United States before 
the end of the war then the holders of these 
bonds will have the privilege, at their option, 
at any time within six months after such issue 
is made, of converting their bonds at par into 
bonds bearing the higher rate of interest at the 
price, not less than par, at which the bonds 
bearing interest at the higher rate shall be of- 
fered for subscription to the public. Of course 
bonds bearing interest at a higher rate than 4 
per cent. cannot be issued without further legis- 
lation by Congress, and, if such an issue should 
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be authorized;“hnot only the interest rate but 
also the general character of the bonds will be 
determined by Congress or by the Secretary of 
the Treasury under the authority of an act of 
Congress; and the holders of the 4 per cent. 
bonds will be entitled, if they wish to do so, to 
receive bonds of the character so determined, 
except that the bonds issued to them, if they 
exercise the privilege of conversion, will have 
the same date of maturity, the same interest 
dates, and the same date for redemption before 
maturity as the 4 per cent. bonds now offered, 

If this new conversion right arises it must be 
exercised within the period prescribed by the 
Secretary of the Treasury or it will come to an 
end. The object of this privilege of conversion 
is to place the investor in 4 per cent. Liberty 
bonds in a position of substantial equality with 
the purchaser of bonds of the next issue at a 
higher rate, if any be made—not to give him a 
position of superiority from which he might 
pick and choose between various bargains which 
from time to time might be offered by the 
United States during the course of the war. 
If the new bonds into which conversion is made 
carry also a conversion privilege then that privi- 
lege may be exercised with respect to a subse- 
quent issue at the holder’s option. 

These provisions for conversion are substan- 
tially determined by the act of Congress re- 
cently approved by the President, and under 
which the bonds are offered for subscription. 
Of course, this act of Congress does not affect 
in any way the rights of the holders of the 
3% per cent. Liberty bonds of the first issue. 
Their rights were fixed by the previous act, 
and by the terms of the circular offering these 
bonds for subscription, and by the terms of the 
bonds themselves. They may convert their 
bonds into new 4 per cent. bonds just like those 
now being offered for subscription, except that 
the bonds issued upon such conversion will have 
the same maturity of principal and interest and 
redemption date as the old 3% per cent. bonds, 
or they may keep their 3% per cent. bonds if 
they prefer. 


Exercising the Conversion Privilege 


The old law under which the 3% per cent. 
Liberty bonds are issued differs in one respect 
from the new law under which the 4 per cent. 
bonds are issued. The holders of the 3% per 
cent. bonds, while they must exercise the privi- 
lege of conversion into the 4 per cent. bonds 
within the period of six months beginning No- 
vember 15th, if they desire to exercise it at all, 
would have the right, if subsequently bonds 
should be issued at a still higher rate, say 4%4 
per cent., again for a period of six months be- 
ginning at the date of the issue of those bonds, 
to convert their bonds into 4% per cent. bonds, 
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even though they had not made an intermediate 
conversion into the 4 per cent. bonds. This 
arrangement, resulting from the language of 
the old law, seemed to Congress and to the 
Treasury Department to be rather more than 
fair to the old bondholders and to carry with it 
burdens of administration and difficulties in 
connection with the future financing of the 
United States which ought not to be repeated. 


Investment by Men of Wealth 


It has been urged upon me that many men of 
wealth will refuse to buy the 4 per cent. bond 
with liability to superincome taxation. I should 
be loath to believe this; but if it is true, the 
position of the Government must always be to 
offer a bond upon terms fair and equitable to 
all alike and which will make the widest pos- 
sible appeal to all the people without regard to 
the extraneous fact that a man may be poor or 
rich. The Government cannot finance this war 
by making an appeal alone to the rich, nor to 
the man of moderate means, nor to the poor. 
Its appeal must be to all the people, and all the 
people must respond to that appeal and, by 
united effort sustain the Government in these 
great credit operations. It has been suggested 
to me that patriotism should play no part in 
the sale of Government bonds. I do not con- 
cede this, although I believe that the American 
people will buy these 4 per cent. Government 
bonds on their merits. Patriotism is, first, love 
of country above everything—above life itself; 
second, love of country combined with that vital 
interest in the Nation’s welfare and safety 
which will make secure the material interests 
of each individual and promote his happiness 
and prosperity. 

If this is true, the man of wealth, with pa- 
triotism or with modified patriotism or without 
patriotism, has a greater stake in the security 
of Government than any other class, because 
if the Government’s credit is destroyed and 
disaster comes upon the country, as it inevitably 
will if the Government’s credit fails, what is 
property worth to the rich man, what is life 
worth to the free man? By buying Government 
bonds the rich man obtains the safest invest- 
ment in the world and, at the same time, by 
helping to sustain the National credit, promotes 
the National safety and makes property secure. 


A Matchless, Safe Investment 


But upon the merits of the investment the 
man of wealth secures in a Government bond, 
subject even to the supertaxes, an investment of 
matchless character. His principal is safe be- 
yond peradventure. Neither storm nor stress 
can shake it. Its market value is the same in 
every State in the Union; it is exempt from 
taxation in every State in the Union and not, 
as in the case of State, municipal, or local 
bonds, only in the State of issue; it pays an 
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adequate return; it is convertible into another 
bond bearing a higher rate of interest during 
the war with Germany. What could be more 
liberal to the investor? I know of no instance 
where a bond has been issued by a State, or any 
political subdivision thereof in the United 
States, or by any private corporation, which 
gave to the investor the opportunity of con- 
verting that bond into a subsequent issue of 
bonds at a higher rate of interest. There may 
be, but I am not aware of it. 


Must Encourage Thrift and Industry 


The question naturally presents itself as to 
how these great operations of the Government 
are to be financed. They can be financed only 
through the united support of all the people of 
the United States. The kind of support I mean 
is that every individual, every partnership, every 
corporation, shall invest not only their available 
means from time to time in Government bonds, 
but that they shall make sacrifices of comfort 
and convenience; that they shall economize; 
that they shall avoid waste; that they shall save 
in every possible direction in order that they 
may increase their available resources for the 
purpose of assisting the Government in these 
prodigious operations upon which the national 
security absolutely depends. We must encour- 
age thrift and industry throughout the land, 
and we must make everybody understand that 
the first duty of the hour in this critical time 
is to place their entire resources at the disposal 
of the Government. 





Cost of the War 


War is now costing the nations of the world 
$6,500,000 an hour and $160,000,000 a day, ac- 
cording to estimates prepared in a comprehen- 
sive booklet covering the subject of war finance 
and economics, issued by the Mechanics & Met- 
als National Bank of New York. The United 
States is under a present expense running to 
fully a fourth of the total amount, or forty 
million dollars. This is a rate of expenditure 
greater than that of any other nation involved, 
Great Britain coming second and Germany 
third. That the total war cost to the world 
will be 155 billion dollars by next August, if 
peace efforts in the meantime are not success- 
ful, is a statement made by the Mechanics & 
Metals National Bank in its booklet. Already 
the aggregate expenditures of the various na- 
tions have exceeded 100 billion dollars. 

Altogether 53,000,000 men are today actively 
engaged in the war. To what extent the En- 
tente Allies have gained superiority over Ger- 
many is shown by the bank in striking fashion. 
The developed national wealth of the Allies is 
placed at 600 billion dollars by the bank, while 
that of the Teutonic powers is given as 130 
billions. 
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Officers elected for ensuing year: 
President: Frank W. Blair, President Union 
Trust Company, Detroit, Mich. 

Vice-President: John W. Platten, President 
United States Mortgage and Trust Company, 
New York City. 

Chairman Executive Committee: Lynn H. 
Dinkins, President Interstate Trust and Bank- 
ing Company, New Orleans, La. 

Secretary: Leroy A. Mershon, 5 Nassau 
street, New York. 


Trust companies believe in the kind of virile 
patriotism which expresses itself in deeds 
rather than in words. That was the impres- 
sion conveyed by the proceedings of the 
first national gathering of trust company rep- 
resentatives since this nation entered the 
arena of war, held under the auspices of the 
Trust Company Section, American Bankers’ 
Association. It was an assembly of earnest 
men—men who are charged with the grave 
responsibilities of protecting and administer- 
ing a big part of the wealth of this country 
as bankers, as trustees, executors, administra- 
tors and ina great variety of other fiduciary 
capacities. Fully cognizant of the heavy bur- 
dens which must weigh upon trust companies, 
large and small, in connection with prodigu- 
ous war expenditures, taxation, adjustment of 
values and radical re-alignment of all our 
economic forces, the spirit which dominated 
the twenty-second annual meeting of the 
Trust Company Section was one of confi- 
dence, quiet resolve and determination to “see 
it through to the end.” 
their intimate relations with 
the multiplicity of services ren- 
dered through different departments and the 
enormous volume of banking and fiduciary 
wealth confided to their care, it is obvious 
that the task of the trust companies, at this 
time, is peculiarly arduous. Confronted with 
such unprecedented problems, with changes 
which apply the severest test to their wisdom 
and courage, the delegates at the Atlantic City 


Because of 


customers, 


TRUST COMPANIES 


TWENTY-SECOND ANNUAL MEETING 


OF THE 


Crust Company Sertion 


AMERICAN BANKERS’ ASSOCIATION 


AT ATLANTIC CITY, NEW JERSEY, SEPT. 25-26, 1917. 








meeting nevertheless 
to render every 
Government. 
The most important topic before the Sec- 
tion was that of clearly defining the relations 
of trust companies to the Federal Reserve 
system. The masterful address by Mr. Breck- 
inridge Jones of St. Louis, setting forth the 
advantages of membership, the statutory as- 
surance of their charter rights and functions, 
was a convincing and powerful presentation 
of the subject. Mr. Blair, of Detroit, also 
justified the position that where trust com- 
panies do not assume banking functions or 
demand liabilities they are not called upon, 
to join either as a matter of public duty or 
as a matter of serving the interests of their 
own institutions or their clients. Another 
live subject of discussion was the problem of 
war-time readjustments in the clerical forces. 


renewed 
possible 


the pledge 


assistance to the 


The past year, judging from the reports of 
officers, standing and special committees and 
of the Secretary was doubtless one of the 
most constructive in the history of the Trust 
Company Section. Discussion bearing on the 
Supreme Court decision upholding the grant 
of trust powers to National banks, reflected 
a general desire to pledge the Section to use 
its best efforts to surround the conduct of 
trust business by National banks with safe- 
guards that apply to trust companies. 

The first session was held in the Marlbor- 
ough-Blenheim Hotel, September 25th, with 
President Uzal H. McCarter in the chair. In- 
vocation was pronounced by Rev. Dr. Henry 
Merle Mellen, pastor of the First Presbyterian 
Church of Atlantic City. The welcome was 
given by Mr. William Chambers, president of 
the New Jersey Bankers’ Association, to 
which President McCarter responded in fitting 
words. The president voiced his pleasure in 
presiding at the meeting of the organization 
to which he extended greetings of welcome 
just ten years ago in the same city. Follow- 
ing are the proceedings in detail: 
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ANNUAL ADDRESS BY THE PRESIDENT OF THE TRUST 
COMPANY SECTION 


UZAL H. McCARTER 


President Fidelity Trust Company, Newark, New Jersey 


The entrance of the United States into the 
world-wide maelstrom of war and the conse- 
quent uncertainties which have arisen in the 
financial as well as the physical life of the coun- 
try, have duly impressed themselves upon the 
banking fraternity of the country to the end 
that the bankers find themselves without a 
chart or compass with which to guide their 
several institutions. There is no trustworthy 
standard or precedent upon which they may 
rely to assist them in their daily business man- 
agement, with the result that generally speaking 
they have adopted a “hand to mouth” policy, 
and the endeavor has been and continues to be 
to meet in the best possible manner the con- 
ditions which may each day present themselves. 


The great ease of money during the crisis of 
the current year has been of incalculable com- 


fort to the bankers. It has largely tended to 
allay any apprehensions which our naturally 
anxious customers might have otherwise experi- 
enced. Added to this there has been and still 
exists the confidence of the public in the opera- 
tions of the newly created Federal Reserve Act 
and the provisions therein contained, through 
which an almost unlimited increase of credit 
can be obtained by member institutions, so as 
to permit them to meet any emergency which 
may arise. 

While, therefore, the year has been one of 
anxiety on the part of the banker and the un- 
certainties of the hour have largely caused a 
curtailment, if indeed not an entire abandon- 
ment of his usual summer holiday, the year has 
thus far passed by without any untoward finan- 
cial happenings and the situation seems to be 
well in hand. 


Exercise of Trust Functions 

Much of interest to trust companies has 
transpired during the year, the most far-reach- 
ing of which was undoubtedly the decision ren- 
dered by the Supreme Court of the United 
States in connection with the test of the con- 
stitutionality of that part of the Federal Re- 
serve Act by which Congress sought to convey 
fiduciary powers upon member National banks, 
which test was conducted by a committee rep- 


resenting the trust companies of the country. 
The contention of the trust companies was ably 
argued before the court by eminent counsel, 
whose arguments carried weight and conviction 
everywhere except with the court, whom it was 
hoped would be impressed thereby, with the 
result that the court by a divided report sus- 
tained the constitutionality of the act and as 
such it is, and must be, accepted by us all as the 
law of the land. The contest being raised by 
reason of the doubt which had arisen in some 
of the best minds in the country it was deemed 
to be only the act of prudence to have that 
doubt finally and definitely determined before 
a great injury could be done to corporate trust 
management. The question having been thus 
finally settled all opposition on the part of the 
trust companies to their sister institutions per- 
forming this most sensitive class of business has 
disappeared, though they trust and hope that 
the regulations of the Federal Reserve Board, 
under which the National banks will act, will 
be of an equally conservative and stringent 
character as pervades the laws of the older and 
more conservative States of the East, where 
the great bulk of trust business is performed 
by trust companies. 

During the year an entirely unparalleled finan- 
cial feat has been accomplished in the success- 
ful flotation of the first installment of the Lib- 
erty Loan, in which the trust companies of the 
country played a conspicuous and important 
part. They co-operated with the Governmental 
agency having the loan in charge to the fullest 
possible extent, and it was only by reason of 
such co-operation on the part of the financial 
institutions of the country, and their patriotic 
and unselfish efforts to make the loan success- 
ful, that such remarkable results were accom- 
plished, as at the time of the offering of the 
loan the American public had not fully realized 
that this country was at war and that its life 
and honor were at stake. 


Patriotic Attitude of Trust Companies 
The attitude of the trust companies of the 


country, as well as that of all other institutions, 
was one of highest patriotism. The selling of 
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bonds was made the business of the hour and 
from president to office boy the various organi- 
zations throughout the country were animated 
with only one impulse—to make the loan suc- 
cessful and without expense to the Government, 
though very recently the several Liberty Loan 
Committees have been reimbursed for the ac- 
tual disbursements incurred, which, however, 
relatively speaking, were very slight, due to the 
co-operation with the financial institutions of 
the public press and other media of advertising. 

Statistics of unquestioned veracity and accu- 
racy indicate that the apathy of the people to 
the war and its necessities was particularly 
prevalent throughout the Middle West, where 
the least interest in the success of the loan was 
manifested. The efforts and co-operation on 
the part of the trust companies to make the 
loan successful were not less than the Govern- 
ment agencies and the business of selling the 
Liberty Loan became the business of the coun- 
try and all other duties were side-tracked dur- 
ing that period. Full justice would not be 
meted out if the great appreciation of the trust 
companies was not only cordially but thank- 
fully expressed to the several Federal Reserve 
banks for their co-operative spirit in the man- 
agement of the details of the loan. This spirit 
of co-operation so generously displayed by the 


Federal Reserve banks throughout the country 
will undoubtedly do more with non-member in- 
stitutions, to popularize the system, than could 
possibly have been done by any other means. 


Question of Federal Reserve Membership 


The Trust Company Section, or its Executive 
Committee, has never taken any definite posi- 
tion in reference to the Federal Reserve system. 
Through one of its sub-committees it has en- 
deavored to obtain certain amendments which 
it believed would be beneficial to any institu- 
tion desiring to join the system, and in some 
particulars it was successful while in others it 
failed. The Section, through its Executive 
Committee, has constantly taken the position 
that the final determination as to whether trust 
companies should join the system was a matter 
of individual decision, depending upon the char- 
acter of business being transacted by each com- 
pany, and that it was not a question to be gen- 
erally or broadly settled. It has shown a co- 
operative spirit with the system in that it has 
recommended to its members that, where the 
law permitted the act, they should immediately 
deposit with the Federal Reserve bank of their 
district the gold reserve now held by each trust 
company and to receive in exchange therefor 
Federal Reserve notes to be held as reserve in 
lieu of gold. It further recommended to its 
members that where such action was not pres- 
ently legal that the necessary legislation be ob- 
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tained as quickly as possible. Several trust 
companies throughout the country have entered 
the system and several important ones have the 
matter under advisement, with the probability 
of early entering the system through patriotic 
impulse. 

To such institutions as may have already 
joined, as well as to these having the matter 
under consideration, the Section offers them, 
one and all, its best wishes and begs to express 
the hope that the result of their several conclu- 
sions will prove fully satisfactory to the future 
of their business, and to those who finally enter 
the system we trust that the results obtained 
thereby will justify the act. 


War Finance and Business 


As regards the future, the trust companies of 
the country reconsecrate themselves to the serv- 
ice of the Government, and pledge their every 
effort to assist it in any manner in which they 
may be of service. They view the legislation 
now under consideration by Congress, how- 
ever, with some hesitancy and even alarm, with 
particular reference to the attempt to fix prices 
and increase taxation. While undoubtedly some 
such legislation is necessary during the critical 
periods like the present, nevertheless when car- 
ried to the extent now proposed it tends to 
destroy the incentive to production, which in 
turn affects business and not for its good. 
Whatever tends to put the brakes upon business 
cannot help but at the same time have a deter- 
rent effect upon the banking business. 


It, therefore, behooves the present day banker 
to so manage his institution as to be ready and 
able to meet changing conditions, for the solv- 
ing of which, as before said, there is no estab- 
lished precedent. He should be prudent and 
conservative, but in so acting he should continue 
and furnish credit where credit is needed and 
where it is deserved. Conservatism does not 
mean the complete shutting down on business. 
On the contrary no greater evil could befall the 
country than that the banker should ruthlessly 
withdraw all credit and cause a suspension of 
business. He should endeavor, however, to 
keep their business well in hand and to advance 
cautiously and above all things to prepare for 
a great foreign invasion of business after the 
close of the war. It is essential, due to the 
existing war conditions, that the nation should 
become a nation of thrift and saving, and no 
more important duty devolves upon the banker 
at the present time than that he should preach 
the gospel of thrift to his customers, and the 
public generally, as only through a widespread 
adoption and practice of thrift by the people, 
to a degree hitherto unknown to the American 
people, can the Government meet the vast finan- 
cial necessities, caused by the war. 
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During the continuance of the war, therefore, 
it would seem as though the American banker 
would have ample opportunity to employ his 
best talents in assisting the Government in the 
handling of its many problems, as well as those 
which arise in his own business and it, there- 
fore, behooves all of us to keep our several in- 
stitutions under firm control, to the end that 
what may the bankers will be prepared 
and fully equipped to do their part. 

* * * 

President McCarter: In the preparation of 
the program for the day’s meeting, an effort 
was made to obtain from the membership their 
ideas as to what would make an attractive and 
instructive program for this meeting. With 
that end in view the secretary communicated 
with all the members of the Association, and 
the preponderance for a full discussion of the 
relationship of trust companies to the Federal 
Reserve Act was of such a character as to leave 
no doubt in the minds of the management ,as 
to the desirability of a discussion on that sub- 
ject. This affects the very fundamentals of our 
business, and it has been my belief that we are 
here, not so much to hear great speakers, as to 
learn something about our business and thus 
make the Section of value to the 


come 


members. 


OLiverR C. FULLER 
Vice President Wisconsin Trust Company, Mil- 
waukee, Wis., and member Executive Committee 
Trust Company Section, A. B. A. 


With that end in view, we have adopted for the 
discussion today, that which is uppermost in 
the mind of trust company man in the 
country—the relationship of the trust companies 
at large to the We 
have arranged as a leading element in the dis- 
cussion, 


every 


Federal Reserve system. 
showing the advantages, and 
another one showing if possible the disadvan- 


trust 


papers 


tages of companies entering the system. 


The Association begs to express its great ap- 


preciation to its founder, Mr. Breckinridge 
Jones, who has left the serious sick-bed of a 
member of his family, to come here and par- 
ticipate in this discussion. We particularly wel- 
come Mr. Jones today, for he is, as you know, 
the founder of the Trust Company Section, and 
we feel deeply grateful to him, that instead of 
declining at the last moment to lead this discus- 
sion, he has left a sick child and kept his obli- 
gation. I have much pleasure in again present- 
ing to you—I do not have to introduce him to 
you—you all know Mr. Breckinridge Jones, 
president of the Mississippi Valley Trust Com- 
pany, who will speak in favor of the trust com- 
panies entering the system, his company hav- 
ing done so. (Applause.) 

(Norte: page 307 for address by Mr. 
Breckinridge Jones.) 
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President McCarter: The seventh inning 
having arrived, we will all stand and greet the 
president of the American Bankers’ Association, 
Mr. Goebel. 


Remarks by P. W. Goebel, President 
American Bankers’ Association 


Mr. Chairman, Ladies and Gentlemen: I be- 
lieve the proper thing to say is that I am de- 
lighted to be with you. But I can say honestly 
and truthfully much more than that. I am 
grateful to have been able to be here and listen 
to the able address oi my friend, Mr. 
It certainly is worth coming to Atlantic City 
to hear it. I am not here to make a speech, but 
I do want to say a few words about the Trust 
Company Section—the rejuvenated Trust Com- 
pany Section. It has made remarkable prog- 
ress in the last year, and I am certainly under 
many obligations for the fine spirit of co-opera- 
tion their officers and employees have shown to 
me as president of the American Bankers’ Asso- 
ciation. 

Their work in placing the first Liberty Loan 
was magnificent, and this was more effectual 
perhaps than any other section, because they for 
the last fifteen years were probably the only 
class of banks that gave particular attention to 
making investments for the people, who got 
their customers to making investments, and 
who relied upon their judgment as to what in- 
vestment to take. If this country is going to 
continue to be supreme in financial ability we 
need to become savers and investors, and the 
trust companies have laid the foundation for 
the teaching of the people to make sound in- 
vestments. 

I am especially grateful to your efficient sec- 
retary, because I requested him to make a 
chart, showing at a glance the trials and tribu- 
lations that some 8,500 banks had in helping to 
place the Liberty Loan. The American Bank- 
ers’ Association sent out a questionnaire imme- 
diately at the close of that campaign and we 
got some 8,500 responses. Mr. Mershon, by hard 
and diligent work, working many times until 
midnight, and working every Sunday I think, 
made up the answers in that chart, which is I 
think one of the greatest compendiums of the 
experience of the bankers in placing any loan 
that has ever been compiled. I only want to 
say to you, “Go on with your good work. If 


Jones. 
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you make as much progress in the next, five 
years as you have~made in the last year, you 
will be the premier section of the American 
Zankers’ Association.” (Applause.) 

Mr. Breckinridge Jones: Mr. Chairman, as 
this is the great question that is before us, I 
referred in my remarks to a letter I had re- 
ceived from Mr. Pierre Jay. It is so good that 
I think you gentlemen are entitled to hear it 
and I would like to read that as a final presen- 
tation of my side of the case. I would like to 
state to you that I received a great deal of as- 
sistance and suggestions of points in the paper 
I have read, because I wrote a great many let- 
ters to different people asking their views, and 
received many interesting letters in reply, but 
this one from Mr. Jay which I received only 
yesterday, I think ought to be read. Mr. Jay, 
as you know was formerly a chairman of the 
Executive Committee. 

(Note: See page 317 for letter by Mr. Pierre 
Jay.) 

President McCarter: I am sure we are all 
very much indebted to Mr. Jones for his very 
able paper. We will now have the great pleas- 
ure of listening to a paper by Mr. Frank W. 
Blair, the president of the Union Trust Com- 
pany, Detroit, Mich., whose company was very 
active in the contest which has been referred to 
throughout the meeting. I take much pleas- 
ure, therefore, in presenting to you Mr. Blair. 

(Note: See page 320 for Mr. 
Frank W. Blair.) 

President McCarter: Mr. Blair, we are 
greatly indebted to you for your contribution 
to this discussion. In order that the members 
might receive the fullest possible information 
on both sides of the question, we have invited 
and have with us the counsel of the Federal 
Reserve Bank of New York, Mr. J. F. Curtis, 
who I now present to you, and who will make 
a short statement of the New York Second 
District Federal Reserve Bank’s view of the 
situation, after which the discussion of the 
whole subject will be thrown open to the mem- 
bers, and I hope will be freely indulged in and 
any questions that any member wishes to ask 
Mr. Curtis, or someone, they will take great 
pleasure in answering. I have much pleasure 
in presenting Mr. Curtis, counsel of the Fed- 
eral Reserve Bank, Second District. 


address by 
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Statement by J. F. Curtis, Counsel for 
Federal Reserve Bank of New York 


I esteem it a great privilege to come here and 
be allowed to address you in behalf of the Fed- 
eral Reserve Bank of New York. I speak for 
that bank and not for the Federal Reserve 
3oard in any way. Before making the remarks 
I had in mind, I would like to comment, if I 
might, briefly upon the remarks of Mr. Jones, 
and of Mr. Blair. Naturally Mr. Jones’ re- 
marks appealed to me. There was one point on 
which he left you in doubt, and that was as to 
whether the Board would authorize under Sec- 
tion 22 of the Federal Reserve Act, loans to 
officers and attorneys, by general resolution. 
They have done that; so that now under Sec- 
tion 22 loans may be made to officers and at- 
torneys by general resolution, provided they are 
subsequently reported and ratified at a later 
meeting 

Mr. Breckinridge Jones: 
—not to officers. 


Mr. Curtis: 
too 


Mr. Jones: They can allow interest on bal- 
ances to officers, directors, employees and at- 
torneys, but they can make loans only to direc- 
tors and attorneys. They cannot make loans to 
officers 


Mr. 


I beg your pardon 


I thought that would cover that 


Curtis: You are correct, sir. Excuse 


me I used the word officers in the wrong place. 
One other point in Mr. Jones’ remarks he did 
not quite bring out clearly, that the 6 per cent. 


dividend is cumulative, and that fact is one, 
which while not very important, has some rela- 
tion to the topic. 

With respect to Mr. Blair’s remarks, I would 
like to offer one or two comments, if I might. 
He said that the gold reserve deposited with 
the Federal Reserve banks under the new 
amendment, the so-called Clearing and Collec- 
tion Amendment, would be as effective as if 
the depositing State banks and trust com- 
panies joined the system. I cannot agree with 
that. Of course it brings the gold into the 
Federal Reserve system, but it still leaves the 
trust company outside the system, and not en- 
titled to re-discount its commercial paper, or 
to obtain loans based on United States Govern- 
ment obligations the way they would be en- 
titled to if they joined the system. Therefore 
it leaves the trust company in a position, where 
it is still in my judgment a weak spot, rather 
than a strong spot in the whole national situa- 
tion. 

One other word. Mr. Blair suggested that 
under the new amendment non-member banks 
were entitled to receive Government deposits, 
like member banks. That is not quite an ac- 


curate statement. They are entitled to receive 
Government deposits on those funds raised by 
the Liberty Loan issues, or other bond issues; 
but they are not entitled to receive Government 
deposits of the general funds. That is still 
limited to the member banks. 

Now, as to the question of uniformity of 
rules for operating the trust functions of mem- 
ber banks. So far as I am aware, and I think 
I know the views of the Board on this sub- 
ject, they never have contemplated attempting 
to issue uniform rules to cover the operation 
of trust companies that are members of the 
system with respect to their trust company func- 
tions. They have not issued any rules on that 
subject. They have issued rules under Section 
11-K which provides for the issuance of rules 
to govern National banks that exercise fiduciary 
functions, when not incompatible with State 
laws of the State in which they are located. 

He also suggested that misconceptions might 
arise as to which opinion should  gov- 
ern with respect to the application of the 
Clayton Act to State members—that of the 
counsel of the Federal Reserve Board or that 
of the Attorney-General. I can answer that 
question. The Board has already stated—I do 
not know that it has been published, but I have 
a letter from them to this effect, that the Board 
will be governed by the opinion of the Attorney- 
General, and will alter their regulations accord- 
ingly in due season. 

What I wanted to talk about especially was 
the question of joining the Federal Reserve 
system from the point of view of the nation. 

When we stop to think that the Government 
will require—I have not this from the Secretary 
of the Treasury and do not attempt to speak 
for him—but it does not take the Secretary of 
the Treasury to figure it—will require one thou- 
sand million dollars a month to run this war, 
we will need all the resources and all the expan- 
sion that we can get. We have got about half 
of the resources, where they can be used to ex- 
pand. The other half cannot be, and I say that 
it is a patriotic duty, and I do not hesitate to 
say it, for every trust company and every State 
bank that has any commercial business, to join 
the Federal Reserve system. Of what avail to 
the nation is gold in the vaults of a trust com- 
pany? None. That same gold in the vaults of 
the Federal Reserve bank can be used and ex- 
panded two and a half times over to make 
credit and note issues for the safety of the 
nation. You gentlemen last spring, every one 
of you, took off your coats and worked for the 
Liberty Loan. You are going to do it next 
week over again and harder, but the work that 
all of you did, good as it was, would not equal 
the work that all of you could do by joining 
the Federal Reserve system now. 











Mr. D. F. Guinan, Vice-President Mer- 
chants Banking Trust Company, Mahanoy 
City, Pa.: To me this is a vitally impor- 
tant subject. I was intensely interested in the 
talk of Mr. Jones, because from the very or- 
ganization of the Federal Reserve Act, I was 
inclined to look forward to the time when the 
national body at Washington would make some 
provision so that my trust company might be- 
come a member of the Federal Reserve system. 
I recognize in that not so much the duty of 
patriotism, but the duty of profit. After all, co- 
operations are organized for profit, patriotism 
is incidental. In this matter there is a certain 
kind of patriotism that comes to every individ- 
ual and comes to every corporation, in promot- 
ing the public good. That which promotes the 
public good sometimes gives the individual, and 
sometimes the corporation, a chance of a 
greater share of the profit. 


Convertibility of Mortgage Loans 


It is a matter of regret that our resources 
must be tied up in mortgage loans. We may 
have very little amount of paper that we can 
hand over in case of emergency, to get cash. 
In one week’s time we are going to have a 
campaign whereby you propose to reduce the 
deposits of banks and trust companies, to hand 
over to the Liberty Loan. Have you thought 
of the possibilities arising out of this reduction, 
and what provision there is for the conversion 
of our assets, that we might meet demand lia- 
bilities? The amount of paper is so restricted, 
and is of such negligible quantity, that it cuts no 
figure in my resources. 

I look for the time when I would see the 
forming of the Federal Reserve system as a 
kind of big insurance feature, and that I could 
go into this movement. What do I mean by 
that? I mean that my mortgages, thoroughly 
secured as they are, should also be on the same 
basis as commercial paper. Every mortgage 
liquidates itself in less than ten years, and | 
would consider that class of security just as 
gilt-edge as the best commercial paper in the 
world. When your system is so amended that 
we can convert our assets to meet our demand 
liabilities, I believe there will be no doubt but 
that all the trust companies of Pennsylvania, 
and probably the United States will 


join. 
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DISCUSSION : 


RELATION OF TRUST COMPANIES TO THE FEDERAL 
RESERVE SYSTEM 


Mr. Lucius Teter, President Chicago Sav- 
ings Bank & Trust Company: the 
benefit of our Section, we ought to have it 
rather clearly in our minds what we are talking 
about when we use the term “trust company.’ 
I would entirely agree with Mr. Blair in the 
way in which he has defined a trust company. 
If I am correct, Mr. Secretary, we have about 
fifteen hundred members in this Section. I ven- 
ture to say that the trust companies, as Mr. 
Blair has defined them, would not number one 
hundred in that membership. Will you correct 
me if I am wrong. I mean by that trust com- 
panies that do strictly trust business, taking no 
deposits other than in trust. I believe that 
most of us who have followed the progress of 
this legislation through a number of years, will 
agree with Mr. Blair’s point of view when it is 
defined in that way. Nevertheless, I was very 
proud to hear at our Executive Committee 
meeting yesterday, that the assets of the trust 
companies in the United States are in the neigh- 
borhood of nine billion dollars. I cannot believe 
that a very large percentage of that is other 
than bank deposits as defined in banking circles 
at the present time. The conclusion which I 
have come to, and it is my own conclusion, is 
that if we take bank deposits—whether we call 
ourselves a trust company or not—we should 
maintain proper liquid reserves against them. 
The natural following of that is we should be- 
long to the Federal Reserve system. I want to 
contribute that analysis as to the definition of a 
trust company. 

Secondly, and then I am through. It may 
have come to the attention of some of you that 
several of the trust companies in Chicago have 
joined the system. It has fallen to my lot to 
investigate the reasons that have led them into 
taking that step. We have a trust company that 
I will call trust company A, which joined the 
system at the time the Federal Reserve Act was 
passed in December, 1913. Interviewing their 
officers within the last thirty days, I was ad- 
vised that they found no objection to the sys- 
tem whatever, even under the old law. Since 
the amendments of June last, four or five of our 
largest trust companies, who are also banks 
under the definition which we have developed, 
have joined the system, and others are making 
application. All of them have analyzed these 


For 
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questions of expense. One company | think 
with thirty millions of deposits, anticipated they 
would lose about seventeen thousand dollars a 
year in interest income. I have been told by 
their officers, after sixty days of operation, that 
they are finding that it is not anything of the 
sort, that they are already finding other benefits. 
These trust companies that I mention are lim- 
ited trust companies with respect to handling 
trusts. Their trust funds are kept separate, but 
they are maintaining proper liquid reserves for 
their banking deposits and feel that therefore 
they should belong to the Federal 
system 


Reserve 


“Frozen Credits” 


Mr. John H. Mason, Vice-President Com- 


mercial Trust Company., Philadelphia, Pa.: 


[ want to say that | am just speaking as an 
individual. I hold official position in this Sec- 
tion, and am just as cautious as Mr. Blair to 
say that I do not bind the Section, as you all 
may know, because I do not carry it in the palm 
of my hand. I would like to say this about the 
Federal Reserve Act: It is a pure and simple 

ymmercial bank act in my opinion, and whether 
you are a State institution or a national institu- 
tion, 1f you are in the commercial banking busi- 
yu ought to be in the 


ess Vi 


Federal Reserve 


Sotomon A. SMITH 
President Northern Trust Company of Chicago 
elected a member Executive Committee, Trust 
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system. (Applause.) There is not any ques- 
tion about it. I do not know many of these 
trust companies that are not doing a banking 
business. There are some, and I rather fancy 
those companies would get no advantage from 
the Federal Reserve system. Most of us, how- 
ever, do a banking business and a trust business, 
and we go on year by year getting what I call 
frozen credits that are never liquid and never 
paid off, and we had better spend our energies 
going into the more liquid field of commercial 
paper. 


So far as New York is concerned, I think 
every institution must decide its action itself. I 
am not here to talk on a patriotic basis, but 
after the war, just as sure as I am standing 
here, we are going to find that we must be inter- 
national bankers. We cannot, and must not, be 
a local, narrow, small banking nation as we have 
been in the past. 


We must go into the open 
discount market. 


The trade acceptances will be 
a great factor in it, or we will drop behind and 
not be able to hold the advantages that we 
should in the commercial and financial world. 


We cannot stop where we are. We must go 


on, and I feel confident that the only way we 
can go on, is by those of us who are feeling as 
I do about the trade acceptances, and the open 


Myron S. Hair 
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discount: market, that the Federal Reserve sys- 
tem is the best place for us. It is the broadest 
and greatest National bank system this country 
has ever had or thought of, and I think we 
ought to bear in mind that we owe something 
to our country even if we do have to set aside 
some little feeling about certain control here 
and there. I am quite sure that nearly every- 
body in this room knows Mr. Festus J. Wade, 
who was one of the first to go in the system. 
His institution has been in it, and he assures 
me that he would not be anywhere else, and he 
does a trust business and a bank business. Let 
us remember that this is a commercial bank act, 
and those of us who are in the commercial 
banking business, the sooner we get into the 
Federal Reserve system, the better for this coun- 
try and the better for ourselves. 

Let us get away from these frozen credits, 
and I am quite sure that those of us who come 
in—I feel I stand here knowing that my com- 
pany will not come in, and I might regret it— 
will outstrip the companies that do not go in. 
I am very sorry to say that in Philadelphia we 
are a little bit behind the times. We have not 
quite reached up to the Federal Reserve sys- 
tem, but we will get there, after most of the 
others have gone in. I am for the Federal Re- 
serve system. (Applause.) 


Duty to Customers and Duty to Nation 
Mr. H. C. Robinson, Vice-President Guar- 


dian Savings & Trust Company, Cleveland, 
Ohio: This is my first attendance at the 
national convention, and corsequently I have 
some timidity about getting on the floor. Inas- 
much as I represent, however, one of the com- 
panies that recently entered the Federal Re- 
serve system, I feel that it is my duty to rise 
and say to you that we are perfectly satisfied 
and glad that we have gone into the system. 

We naturally took the position that other 
trust companies did when the Act was first in- 
augurated, to the effect that the provisions for 
the admission of a trust company were too 
arbitrary and too indefinite, and we waited until 
final action, with the rest of the trust com- 
panies. After the recent amendments, which 
Mr. Jones so fully explained here today, were 
enacted into the original law, we hesitated no 
longer, we filed our application and were ad- 
mitted. We were actuated by two motives; 
first, our duty to our customers; secondly, our 
duty to our Nation. 

We must all admit that we are facing, and 
will continue to face, financial conditions never 
before entountered. No one can tell how long 
this war will last, or what we have to face dur- 
ing its continuance. No one can tell what we 
will have to face when the war is over. Much 
of this gold that has been poured into this 
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country will undoubtedly pass back to the coun- 
tries from whencé it came for habilitation pur- 
poses. Furthermore, this country may not be 
able to compete with the high interest rates that 
will prevail over there. 

We had a general commercial and savings 
bank business and the thought was brought to 
us, “How will we be able to take care of our 
customers, in case of money panics; we will be 
much safer within the fold than without it.” 
We did not stop to question whether the Fed- 
eral Reserve system was the best one that could 
be devised or whether the rulings and regula- 
tions of the Federal Reserve Board were the 
wisest that could be promulgated. We felt 
that if they were unwise and could not be reme- 
died, we could do more on the inside than on 
the outside. Lastly, we gave consideration to 
the need of our country for our services in this 
particular. I feel for one that in a measure we 
have got away from the old American method 
of going on alone. You noticed all over the 
country how by co-operation we put across the 
Red Cross fund and we will be called upon as 
the war progresses for more and more co-opera- 
tion. I think that every trust company doing 
a general banking business should be in the sys- 
tem. I may use the words of Kipling: 


“It is not the arms, nor the equipment or the 
funds that they can pay, 

But the close co-operation that makes them 
win the day. 

It is not the individual nor the army as a 
whole, 

But the everlasting 
blooming soul.” 


Mr. A. A. Jackson, Vice-President Girard 
Trust Company, Philadelphia, Pa.: I am not 
going to talk much on this subject, but I think 
that the members assembled here may not gen- 
erally know that perhaps one of the opening 
wedges that has made it possible for trust com- 
panies, to consider going into the Federal Re- 
serve system has been by reason of amend- 
ments and regulations of the Board, perhaps 
due to the efforts of a committee of this Sec- 
tion under your able leadership, Mr. President, 
that appeared before the Federal Reserve 
3oard. (Applause.) 


A Delegate: A gentleman from New 
York spoke about the duty of the trust com- 
panies, and that it was patriotic to join the 
system now. The principal reason he gave was 
that it would give them enough gold, or more 
gold, and that they could increase their credit 
capacity two and a half times. Now, if the 
trust company were patriotic enough to turn 
their gold over to the Federal Reserve bank 
and receive from them Federal Reserve notes, 
would not that help out? 


teamwork of every 
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President McCarter: Just so far, yes. 
Mr. Curtis took the stand that the trust com- 
panies who were doing that, were doing a part 
of their work, but that being outside of the re- 
discounting privileges, they were still outside of 
one of the main advantages of the system. 


Administration of Trusts 


Mr. Breckinridge Jones: I would like to 
have the privilege, which is usually accorded to 
one who opens the discussion, to say a few 
words in closing. Mr. Blair’s argument was all 
on the question of the difference between the 
relations of a bank and its customer, which is 
that of debtor and creditor, and that of trustee 
(and its beneficiary) which was that of trustee 
and cestui qui trust. There has nowhere been 
any suggestion that the trust company as a trus- 
tee would become a member. The trust company 
coming in as a member has nothing at all to do 
with its relation to its trust funds. The burden 
of his argument on that, I think, falls to the 
ground, because the Federal Reserve Act has 
nothing to do with a trust company’s relations 
as executor, or guardian, or curator. More- 


over, the Federal Reserve Act expressly says 
that.a trust company shall preserve all its char- 
ter and statutory powers, and the statutes of 
my State, and the statutes of nearly every State 


provide for the administration of funds in the 


HerBERT A. RHOADES 


President Dorchester Trust Company, 
Boston, Mass. 


hands of an administrator, guardian, committee 
of insane persons, or incompetent and the like, 
and in all of these cases expressly puts those 
matters to be administered under the State law. 

Now, there may be some instances where you 
may be a receiver or a trustee, and under gen- 
eral equity jurisdiction and not under an ex- 
press statute. But courts of equity under our 
system put the administration of trusts 
and receiverships in a State court, all under the 
State law, and I say that this Federal Reserve 
Act has not anything to do with that. 

Mr. Guinan talked about a Federal Reserve 
system that would use his mortgages as a basis 
of currency. If he does not come in, how is 
he going to meet very large unexpected with- 
drawal of deposits? If his condition is not 
liquid enough to meet the withdrawal of his de- 
posits, he had better keep in more liquidated 
condition, or he had better not receive deposits 
which are subject to demand. If he does get 
his assets in a condition suited to the char- 
acter of his deposits, then he can use the Fed- 
eral Reserve system to advantage. 

Now, I should like to ascertain the sentiment 
of this body. In the old days of currency dis- 
cussion, I would like to have seen what the 
most ardent advocate of asset currency would 
have said to the suggestion that he should make 
his collateral loans the basis for an issue of 


Cé de 
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currency. No one wanted to go that far. But 
the fact that the Federal Reserve Act makes a 
safe basis for currency is no reason why it 
should go further and make an unsafe basis for 
currency. If he has his mortgages—sell them 
if he needs the money. 


President McCarter: I have been in the 
banking business thirty-five years and supposed 
I belonged to a system that safely guarded the 
public’s interest. I have been illuminated today 
and learn that we old-fashioned bankers are 
apparently entirely outside of the pale of civili- 
zation. Hope, however, is high that we may 
learn from experience, and from these wise 
men of the East, and that we come forward and 
learn the rudiments of banking. 


Currency Relief in Times of Emergency 


Mr. Guinan: I am inclined to believe that 
Mr. Jones has misunderstood the tenor of my 
remarks. I have no intention whatever of ask- 
ing for an issue of currency on mortgages. I 
will simply remind you that during the early 
stages of this war, in 1913-14, it was the provi- 
sions of the Vreeland-Aldrich Act, that pre- 
vented a panic, providing for an issue of cur- 
rency based on bonds or mortgages. It did not 
exactly mean an issue of currency on assets, as 
a perpetuation, only as an emergency. I raised 
the same point in relation to the formation of 
this Act—that there are sometimes emergencies, 
where the conversion of assets acts as an in- 
surance feature, and would be a decided ad- 
vantage if it were incorporated in the Federal 
Reserve Act—where the assets of any banking 
institution or trust company might be converted 
into currency, otherwise than bills receivable or 
a certain class of commercial paper. That was 
about the force of the remark I wanted to drive 
home—it was the conversion of assets, not cur- 
rency based upon assets, but an emergency cur- 
rency upon which the mortgages or the assets 
of any institution might be held for the issue 
of such credit, whether it was emergency cur- 
rency or otherwise, by which you could meet 
your demand liability. 


Mr. Breckinridge Jones: I would like to 


use the balance of my thirty seconds to apolo- 
gize to Mr.. Guinan. 


Mr. Peter J. Slach, Broadway Savings Trust 
Co., Cleveland, Ohio: I think I represent a 
great many of the smaller institutions who loan 
money to the working people to build their 
homes. They are the backbone of your coun- 


try. We would like to join the Reserve system. 
I am in sympathy with the remarks of these 
gentlemen, but we would like to have in case 
of emergency, some provision in this system 
where we could secure immediate funds, and put 


We have a 


up our collateral for such funds. 
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system whereby the workingman pays every six 
or ten months and instead of liquidating in ten 
years, he liquidates in five years. There are 
thousands of banks all over the country work- 
ing under that Act, and we would like to join, 
only you prevent us. Then you say we should 
have more liquid assets—why, by loaning to the 
workingmen we produce business and liquid 
assets, but at the same time you forget us in 
your efforts. (Applause.) 


President McCarter: The gentleman’s re- 
marks sound like home to me. I think he is 
improperly named. He said his name was 
Slach. (Laughter.) 


Mr. W. T. Kemper, Chairman Commerce 
Trust Company, Kansas City, Mo.: I should 
like to ask the counsel for the Federal Reserve 
3ank of New York if the Federal Reserve 
Board have ever considered the matter from 
this viewpoint? 

Mr. Curtis: I am afraid, Mr. Chairman, that 
I am not in a position to answer that question, 
because I do not know whether the Federal 
Reserve Board has ever given consideration to 
that phase of the question, and I am afraid if 
I undertook the answer that I might be com- 
mitting somebody to something, and that seems 
to be against the rules here. 


President McCarter: 


\ prudent represen- 
tative of the Government. 


( Laughter.) 


Mr. Kemper: Gentlemen I 
offer the following resolution : 


“RESOLVED, That a Nominating Com- 
mittee of Five be appointed by the Chair 
which committee shall receive names in writ- 
ing from the delegates present, and from said 
names, the Nominating Committee shall se- 
lect five persons as members of the Executive 
Committee for the term ending 1920, said 
Committee to report back to the Convention 
for its action.” 


President McCarter: You have heard the 
resolution. The Chair will appoint the follow- 
ing gentlemen : 


would like to 


William Chambers, President Vineland 
Trust Company, Vineland, N. J. 
W. S. McLucas, President Commerce 


Trust Company, Kansas City, Mo. 
M. H. Grape, Vice-President Union Trust 
Company, Baltimore, Md. 
John Stites, President 
Company, Louisville, Ky. 
John L. McNeil, President Durango Trust 
Company, Durango, Colo. 
A brief general discussion on the following 
topic: “War Time Readjustments in the Cleri- 
cal Forces” is now in order. 


Louisville Trust 
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President McCarter: To show you to what 
extent the readjustment of the forces may be 
necessary, due to the draft, I would report that 
trust company in Atlanta, Ga., 
which has had to close its doors, because every 
single member of its staff, from president down 
to office boy, has been drafted. (Laughter.) 
Now, I should think that that was patriot- 
ism which would satisfy even the members of 
the Second Federal Board of New 
York. What are we doing to fill the places of 
our men who go to the war? Are women being 
substituted; if so, in what departments can their 
work be best appreciated. I recognize Mr. A. A. 
Jackson. 


there is one 


Reserve 


Experience at the Girard Trust Company 

Mr. A. A. Jackson: Mr. President: I sup- 
pose this condition confronted us at the begin- 
ling of the war by the volunteering of our 
men, and since I found the subject on your pro- 
gram I have been thinking about the 
tion in the company that I represent. 
with all of us, 


less a 


situa- 
Of course 
I daresay, it became more or 
matter of trying to hold our people 
together, against our desire to be patriotic 
enough to let them go. Now we have to meet 
the situation where we have to let everybody 
go whether we wish to hold them or not. 
They are drafted. This ought to be a sort of 
experience meeting here, if you care to go so 
far, to let us hear from various parts of the 
country, how they are affected and how the 
trust companies in these sections are affected. 
In regard to the company with which I am con- 
nected, I think we lost by volunteering, in 
the beginning of the war before the draft came 
into effect, about 8 per cent. of our men and 
we have now about 33 per cent. in the draft, of 
whom very few have gone under the first call. 
But of course the others will go as time moves 
on. It has been very hard for us to.know what 
to do to fill their places. If you take young men 
under the draft age, of course they are not 
sufficiently familiar with business methods to 
do the work of those who have gone. The man 
who went in the beginning, and who volun- 
teered, is the most valuable of the lot, we 
might say. They were men we could ill afford 
to lose. If you take men over the draft age, 
although they are young enough in all con- 
science if they are near the draft 


age, they 
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have to be trained, but men who are more ad- 
vanced, are of course slower. 

Then comes the question they have before 
them in Canada. was told 
those of us who attended the trust company 
banquet, by Sir Edmund Walker, the president 
of the Canadian Bank of Commerce, that 
he had in his different branches all over Canada, 
some four thousand clerks, and those clerks (at 
that time in February) during the war had been 
supplanted by two thousand women in official 
positions, paying and receiving tellers, and cleri- 
cal positions of all kinds. 

I think that 
great degree. 


As I remember, it 


the solution in a 
We are taking on a number of 
women, and we are continuing to do so, as our 
men go. We find that there are places that they 
can fill that we did not think them capable of 
filling until this occasion arose. I daresay, if 
you will forgive me for straying from gravity 
for the moment, that that lovely creature who 
created such a disturbance in the beginning of 
the history of the world (we have always since 
turned to her for comfort), now must become 
our chief help in our business. I think, 
Mr. Chairman, if you would let us hear from 
some of our members as to their experiences, it 
might be extremely illuminating. 


seems to be 


President McCarter: I would like to an- 
nounce in the hope of encouraging some discus- 
sion on this situation, that the company I repre- 
sent has also followed Mr. Jackson’s advice, 
and established a full-fledged harem—having 
some fifty women in all in our employ, who are 
rendering most efficient and valuable service. 
Now, gentlemen, we become very helpful one to 
the other in knowing what you are doing in 
different parts of the country, because this is 
not only an imminent and pressing question, but 
it is one which will develop very rapidly as the 
war progresses. 


Mr. Geo. D. Edwards, Vice-President Com- 
monwealth Trust Company, Pittsburgh, Pa.: 
Gentlemen, I want to say on behalf of the 
ladies here that our last experience has been 
as Mr. Jackson and the President has stated, 
and I am very glad to say that the work along 
bookkeeping lines and statement work, that we 
are now having performed by women, is being 
better done than it was formerly by men. 
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Woman as Trust Company Employees 


Mr. John H. Mason: May | burden this 
assembly for a minute more? We did not in 
our company, form an organization as the 
President did. We have found, however, that 
most of our employees were young men and 
they did not do anything more than they ought 
to do. We always had a large bookkeeping 
force, and that bookkeeping force always con- 
sisted of young women. We employed women 
after having old men like myself in it after a 
while, generally writing a poor hand, and all that 
sort of thing. Our bookkeeping, I think, is run 
by twenty-six young women, and | think is bet- 
ter than any other bookkeeping department in 
Philadelphia, Newark, or anywhere else. We 
are so successful there, that we had seven tell- 
ers in our institution, and the war took away 
five of them, and now we have five girl tellers. 
They receive and pay at the same time, 
which is rather unusual. In having them there 
we laid down a very important rule. The book- 
keepers are on the 21st floor; the tellers are on 
the ground floor. One of the conditions is that 
they must not only have ability, Mr. Chairman, 
but they must also be good-looking, and there- 
fore, our deposits have gone up considerably. 
The girl tellers in our company receive exactly 
the same pay as the men. (Applause.) 

Mr. A. A. Jackson: Mr. President, I think 
it might be of interest, and I would like to know 
not only from one individual institution, but 


also from others, how the matter of salary to 
women substitutes or clerks, is considered, and 


what is being done in different parts of the 
country to take care of the men who have gone 
into the army; whether they receive the differ- 
ence between their Government pay and the 
pay they had been receiving from their com- 
panies, or on what basis these institutions are 
operating, as to local conditions. 

President McCarter:—In my own company, 
we treat that question with each individual, es- 
tablishing no general rule whatsoever. If a 
young man has gone to the front without any 
liability behind him at all, he gets nothing from 
us, except the guarantee of a position of equal 
rank upon his return. If a man has dependents, 
we make good the difference between the 
amount he receives from the Government and 
the amount of his present salary. That is our 
way of handling it. 

Mr. Marcus S. Sonntag, President American 
Trust & Savings Bank, Evansville, Ind.: We 
grant our boys, who have gone to the front, 
half-pay, and two of-the largest National banks 
in the city are doing the same thing. Almost 
half of our employees are girls—even before the 


war. We put them on the same salary basis as 
the men. 
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The Question of Pay 


Mr. Lucius Teter: With regard to the last 
thought I not only studied the question with 
reference to our bank, but being at the time an 
officer of the Chamber of Commerce of Chi- 
cago, I participated in a good deal of the dis- 
cussion on the question of pay, which I think, 
Mr. Chairman, is a tremendously important one. 
It seems to me the best contribution I can give 
on that matter today, is that it is very much 
better not to establish a definite standard, but 
follow the plan outlined by our Chairman. 
Each case, it seems to us, should be considered 
on its merits. For instance, we had one man 
who is a captain in the service, and he is get- 
ting a larger salary than he did with us. 

We also have a pension system in our institu- 
tion. We pay both sides of the pension fund 
while the men are in the service. Our pension 
system is a joint contributing one, the employees 
contribute the same percentage that the trust 
company does. Immediately a man comes into 
Government service, we assume both sides of 
the pension fund and in the main we figure on™ 
making up the difference. I do believe that 
you would make a mistake, as I fear my friend 
from Evansville is doing, in trying to make 
a definite program, and of course, it goes with- 
out saying, that we do not promise how long it 

ill last, but we do expect to get the men back. 
Now, in our bond department,.for instance, 
ever half of our members have gone to the 
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front and we cannot substitute very well. In 
fact, we do not need to very much, except that 
they are splendid fellows who are staying be- 
hind, and taking over the work of those who 
have gone. They are doubling on it. They feel 
they are only doing part of the patriotic job if 
they do that. We are using women as machine 
operators, but I think the question of the salary 
is one of a great deal of interest, and I believe 
if you will keep the matter open and treat each 
case as it develops, you will find it is the most 
practical plan to follow. 

President McCarter: Will one of the rep- 
resentatives of the New York trust companies 
tell us as far as they may know, not what his 
individual policy is, if he does not care to, but 
what is the practice of the New York trust com- 
panies in reference to this matter, particularly 
with regard to the continuance of the salary or 
what arrangements they make. 

Mr. John W. Platten, President U. S. Mort- 
gage & Trust Company, New York, N. Y.: Mr. 
President, as far as our company is con- 
cerned, those who enlisted, and those who have 
been called, we are continuing to pay them up 
to the present time, less what they are getting 
from the Government since we have established 
no set rule yet, and probably shall not, the draft 
not having been completed. I quite agree with 
Mr. Teter, and I think you all do, that each 
case should be handled on its merits, though we 
have not yet made any distinction. We are 
treating them all alike. I think the subject has 
been discussed in New York by most of the 
trust companies and a great many banks, and 
I have yet to learn that any definite conclusion 
has been reached. In some instances I believe 
the trust companies pay the difference between 
Government pay and their former salaries. 
\fter the war we propose to give them back 
their jobs. 


* * * 


Co-operation of the Trust Companies in 
Connection with the Liberty Loan 


President McCarter: I will ask the Secre- 
tary just as briefly as he can to describe some 
of the most important features represented by 
this compilation of the work. He prepared the 
same. 

Secretary Leroy Mershon: Gentlemen, you 
are already familiar with the twelve questions 
that went out from the office of the Associa- 
tion. As the result of the 8,000 and more re- 
plies that came in, we have this very interesting 
chart (indicating). It does not show the totals 
in every respect, but for the purpose of making 
comparisons and deductions, it is exceedingly 
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valuable. For instance, we gather under each 
State and subdivide the National, State trust 
companies, savings banks, private banks, mis- 
cellaneous, and bring out the total. These items 
are: the number of replies received; the num- 
ber of subscribers represented; amount of sub; 
scription; amount retained by the banks of that 
subscription and expense to the banks. 


In addition to those columns and figures, we 
ascertained the number of people who were pay- 
ing on the partial payment plan, the loans se- 
cured by Liberty bonds; the hidden money 
brought out, amounting to $4,075,000, from the 
8,000 or more banks and trust companies; the 
amount of savings deposits withdrawn to invest 
in the loan, and other securities sold to invest 
in the loan. The most interesting and valuable 
matter that came in was that which appears on 
the back of the sheet under “Remarks.” That 
gave an intimate view of the handling of the 
loans by the various banks and trust companies. 
We have one of those compilations for each 
State, and the District of Columbia, making 49. 
We reduced each on State compilation, making 
a separate compilation of each, which we call a 
digest of the States. 

We next brought all these digests together 
under the 12 Federal Reserve districts and re- 
capitulated all that matter, boiling it down still 
further. Then, it was quite apparent, as we 
went through the material, that it would be in- 
teresting and valuable to the people who had 
co-operated, as well as possibly be of some as- 
sistance to the Government to make further 
compilations, and we covered compilations on 
the pro-German sentiment which was expressed, 
criticisms which were given by the members 
and suggestions offered. All this work passed 
through the Section office. In addition the Sec- 
tion office was asked to prepare a large Liberty 
Loan Exhibit, which will be on view at Young’s 
Pier. 

The Liberty Loan exhibit will show a com- 
plete set of the material sent out by the Asso- 
ciation in its effort to assist in the flotation of 
the Loan, including also newspaper advertise- 
ments, clippings, printed matter and forms. 
There will also be an exhibit of Liberty Loan 
posters entered in the competition under the 
auspices of the Art Association of New York. 
In addition the delegates will find the exhibit of 
bank and trust company advertising literature 
which was shown at the St. Louis convention 
of the Financial Advertisers’ Association, which 
should be very enlightening. 


President McCarter: We will pro- 
ceed to the next number on the program, the 
Exhibit, Explanation and Discussion of Ques- 
tionnaire: 


now 
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EXHIBIT AND EXPLANATION OF TRUST COMPANY 
**QUESTIONNAIRE”’ 


President McCarter: The purpose of this 
matter, gentlemen, is to provide, if possible, in 
the office of the Secretary full detailed informa- 
tion in regard to the make-up of the various 
corporations, and the purpose of it is to be of 
service and value to the members who are con- 
stantly writing into the office—what shall we do 
in this direction or that direction, or how do 
you meet this condition, or do trust companies 
have this kind of a plan or that kind of a 
plan—pension plan, etc.? We have prepared a 
series of questions which, if it is not too late, 
we would like to read to you, to obtain your 
views upon them, to see whether they would be 
of any interest to you, in having us present 
them, and keeping the records in our office. I 
will ask the Secretary to read them, please 


Explanation of Questionnaire 


Secretary Mershon: A compilation of in 
terest and value to all members of this Section, 
aiming towards closer co-operation between 
them and the Section office, was outlined briefly 
in the March issue of the Journal of the Ameri- 
can Bankers’ Association. The work was an- 
nounced to begin at once, but on account of the 
declaration of war, and the subsequent flotation 
of the Liberty Loan, it was postponed. 

Immediately following the Convention it is 
the purpose to address a series of questions, as 
shown herewith, to all members of the Section, 
in order that the Secretary may begin an inten- 
sive service along the lines indicated, as well 
as prepare compilations which it is believed will 
be of value to every member of the Section. 
The questions are designed to be answered 
without reference to books of record, and sev- 
ral of them may be answered with simply “Yes” 
or “No.” The information as far as individual 
companies is concerned will be held in confi- 
dence, only total figures for the entire country 
and certain sub-divisions thereof published. 


Questionnaire 

How many stockholders has your company? 

How many officers? 

How many customers? 

How many directors? 

How many employees? 

How many of your employees are stockhold- 
ers? 

What is the approximate total of your indi- 
vidual trusts? 

Please name the various departments of your 
company? 


Do you transact a trust business? 

What is the approximate total of your cor- 
porate trusts? 

Please furnish the names of those in your 
company specializing in individual trust matters, 
and to whose attention should be directed items 
of interest along these lines. 

Are any of employees pre- 
pared to speak or write on trust company sub- 
jects? 

Please give names and subjects upon which 
they can speak or write 


your officers or 


Do you have periodical meetings of your off- 
cers and department heads? 

Have you a club or other feature whereby 
your employees come together periodically for 
discussion of daily problems, betterment ot 
methods, etc.? 

Do you maintain a pension fund or other wel- 
fare work? 

Have you any educational plan for your em- 
ployees? 

Are any of your employees taking the Ameri- 
can Institute of Banking or other similar course 
of study? 

Have any of your 
course? 

Do you publish 
periodical ? 

Have you a library? 


men graduated from such 


a “House Organ” or other 


Do you maintain a dining room? 

Do you have a system of medical examina- 
tion? 

Do you make any suggestions or assist your 
employees in connection with their Summer 
vacation plans? 

Do you have a “suggestion box”? 

Have you any men in the military or naval 
service? 

How many? 

Have you a safe deposit department or com- 
pany? 

How many branch offices do you maintain? 

Do you mail statements periodically to cus- 
tomers in your banking department? 

Is your company represented at the Conven- 
tion of your State Bankers’ Association? 

Is your company represented at the Conven- 
tion of the American Bankers’ Association? 


(President McCarter called attention to an 
exhibit of testamentary charts and copy of old- 
est will in existence loaned by Mr. Daniel S. 
Remsen of New York, after which the meeting 
adjourned until afternoon.) 
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SECOND SESSION OF THE TRUST COMPANY SECTION 


(WEDNESDAY MORNING, SEPTEMBER 26, 1917) 


President McCarter: I have great pleasure, 
ladies and gentlemen, in presenting Mr. George 
L. Lamont, Commissioner of Banks of the State 
of New Jersey, whom I have asked to say a 
word to us. (Applause.) 


Hon. George L. Lamont, Commissioner of 
Banks of New Jersey: Mr. President, ladies 
and gentlemen: I remember that your Presi- 
dent yesterday afternoon said your principal 
business here was not to be entertained by cele- 
brated speakers, and I shall therefore not enter- 
tain you for any great length of time. 

I have no desire to discuss with you the tre- 
mendous war crisis, because as great as it is 
it is being rather overworked, in a way, at the 
present time. I met that crisis yesterday in the 
State Bank Section’s meeting, and it was doing 
its full duty; and I went to the Savings Bank 
Section and the crisis was there; I went to the 


Trust Company Section and lo, it was there 
also; and I have no doubt it is meeting with 
the National Bank Section this morning. Of 
course there is a great big job to be done; but 
even so it does not do to make too much fuss 


about it, in my opinion. 
go ahead and do the job. 
[ am reminded of a story to the effect that 
when you fast—I did not find a Bible in my 
room at the hotel, probably being overlooked by 
the American Bible Association—and so cannot 
quote with exactness—but it says that when you 
fast do not do as the hypocrites do, make a 
long face, that it may be seen and known of 
men that you fast; but, to put it in the-vernacu- 
lar, go upstairs to your room and wash your 
face and go out on the boardwalk and do the 
work you have got to do. (Laughter.) Besides 
that I would like to bring this idea before the 
men I meet, and that is, that the principal thing 
you have to do now is to do the particular job. 
But, remember, it is not a lasting job, and does 
not solve all our problems. The big problems 
confronting the bankers and trust companies are 
those to come when this war is over. When 
we play a game of chess, we play to checkmate 
the King, and when that is accomplished the 
game is won. According to our present under- 
standing we are trying to checkmate war so 
that it may be eliminated from the world, and 
then the problems may be solved; then the great 


The thing to do is to 


problems of making the world safe for democ- 
racy, or “America for Americans” having been 
solved—when that is out of the way, then labor 
has to be adjusted in some way or other, and 
th factories now making things for a particu- 
lar purpose must be altered and made over to 
work at some other purpose, and those factories 
now entirely unproductive must be eliminated. 
So it is time for some of us to begin to look 
ahead and plan what we can do when the chess- 
board is clear, and how we can best do it, and 
not come to the task unexpectedly. 

The President: The next business is the 
report of the Executive Committee, which will 
be presented by Mr. John W. Platten, Chairman 
of the Committee, and also President of the 
United States Mortgage and Trust Company of 
New York. 


Maurice H. Grare 
Vice President Union Trust Company, Baltimore, 
Md. 
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REPORT OF CHAIRMAN OF EXECUTIVE COMMITTEE 
OF THE TRUST COMPANY SECTION 


JOHN W. PLATTEN 
President United States Mortgage and Trust Company, New York 


President McCarter, in concluding his report 
of the activities of the Trust Company Section 
during the year 1915-1916 to the General Con- 
vention at Kansas City last September, stated: 
“Through the efforts of the Chairman of the 
Executive Committee and our new Secretary, a 
much increased activity in the Section’s affairs 
is confidently expected this year.” Whether that 
expectation has been fully realized, can best be 
determined after appraising the work to be re- 
ported. 

Six meetings of your Executive Committee 
have been held during the year. The first meet- 
ing was held at the close of the Section Con- 
vention, and the second meeting was held in 
New York City, on December 5, 1916. Consider- 
able routine business was transacted, many mat- 
ters having been given special consideration. 
The custom of presenting to the retiring Presi- 
dent each year a souvenir was voted to be dis- 
continued. It was, however, decided to continue 
to present’ to the retiring President each year a 
permanent badge, properly inscribed. 


Broadening Influence of Section Work 


In order to further stimulate the activities 
of the Section, and to bring all members into 
closer touch with the work of the Executive 
Committee, your Chairman reported having sent 
to all members at the end of October, 1916, a 
letter, as follows: 


1. What can the Section do to assist in the 
forwarding of your company’s interests, or 
in the upbuilding of its various activities? 

2. What suggestions can you offer which, 
in your opinion, will best promote the inter- 
ests of trust companies as a whole? 

3. What methods do you suggest with a 
view to securing the enrollment of all trust 
con:panies not now members of the Associa- 
tion? approximately 25 per cent. of the total 
number of trust companies are not now rep- 
resented in the members. 

Many interesting and valuable replies to this 
letter were received, and as a result of the 
recommendations made, two sub-committees 
were created. One sub-committee was appointed 


to make an analytical study of the Federal Re- 
serve Act, with a view to ascertaining objec- 
tions by trust companies to entering the system, 
and to make recommendations for definite 
amendments desired to the Act. As members 
of this Committee the Chairman appointed 
Messrs. John H. Mason, of Philadelphia, and 
Frank W. Blair, of Detroit, afterward adding 
the name of Mr. Festus J. Wade, of St. Louis. 
Another committee was created to investigate 
the practicability of a national publicity cam- 
paign, or several local campaigns to promote 
fiduciary and other trust company services, and 
in connection with which your chairman ap- 
pointed Messrs. James M. Pratt, of New York, 
and Ralph W. Cutler, of Hartford. 

Following this meeting and again, with the 
view of stimulating and creating still greater in- 
terest on the part of the trust company members 
of the Association, the action of the Committee 
in the above respect was set forth in a circular 
letter dated December 28th, stating the purpose 
of the Committee in the appointment of the 
special committees and inviting their co-opera- 
tion and suggestions. 

At the third meeting of the Committee, which 
was held on February 27, 1917, the day follow- 
ing the seventh annual banquet, the Chairman 
reported that the circular letter had resulted in 
bringing to the newly created committees a num- 
ber of excellent ideas and practical suggestions 
bearing upon their activities. At this meeting 
the question was introduced of aiding the Gov- 
ernment in the mobilization of the country’s 
gold supply, through trust companies depositing 
their gold reserves with their National bank 
correspondents, in order that the metal could 
find its way into the vaults of the various Fed- 
eral Reserve banks. No definite action was 
taken, however, in connection with this matter. 

Report was also made of the Seventh Annual 
Trust Companies’ Banquet, which proved to 
be as notable an event as preceding banquets, 
with a record attendance of 720 trust company 
and bank officers from all parts of the country. 
President McCarter presided and addresses 
were delivered by him, also by Sir Edmund 
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Walker, C. V. O., President of the Canadian 
Bank of Commerce, Toronto, Canada, and the 
Honorable Edward C. Stokes, ex-Governor of 
New Jersey. President McCarter presented in 
a singularly lucid statement the attitude of the 
trust companies in regard to that provision of 
the Federal Reserve Act which gives to National 
banks fiduciary powers. 


Trust Companies Aid in Gold Mobilization 


The fourth meeting of the Committee was 
held on April 10, 1917. This meeting was called 
for the consideration of proposed amendments 
to the Federal Reserve Act, as they pertained to 
trust company operations, as well as to secure 
action by the trust companies relative to aiding 
the Government in its efforts to mobilize the 
gold reserves of the nation as discussed at the 
previous meeting of the committee. After full 
consideration of this matter, the following pre- 
amble and resolution were adopted: 


“The Executive Committee of the Trust 
Company Section of the American Bankers’ 
Association, representing Trust Companies 
in all sections of the United States, being 
called in special session Tuesday, April 10, 
1917, by its Chairman, John W. Platten, to 
consider the general conditions facing the 
country at the present time and with a full 
recognition of its patriotic duty and privi- 
lege, has unanimously adopted the follow- 
ing resolutions: 

WHEREAS, the Nation is in a state of 
war and it is the earnest desire of the Trust 
companies of the United States to serve the 
country in every way in their power, and 


WHEREAS, it is recognized by this com- 
mittee that one of the most important dut- 
ies of the Trust companies is to co-operate 
in the mobilization of the financial resources 
of the United States, therefore be it 


RESOLVED, that this committee urg- 
ently recommend to the Trust companies 
of the United States that immediate steps 
be taken to secure amendments, where 
necessary, to the State laws, in order to 
permit the Trust companies to carry their 
gold reserves on deposit with the Federal 
Reserve banks in their several districts, and 
that as soon as such action can be legally 
taken, the Trust companies offer to deposit 
these reserves with the Federal Reserve 
banks.” 

In addition to the general publicity secured as 
the result of the Executive Committee’s action 
in this respect, it was reported to the Committee 
at its fifth meeting, held at Briarcliff Manor, 
N. Y., on May 7, 1917; that all members had 
been advised of the action taken by the Com- 
mittee, and in addition, the President and Sec- 
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retary of each State Bankers’ Association and 
also the Trust Cémpany Section of these as- 
sociations in the various States where such or- 
ganizations existed, had also been advised, and 
their co-operation solicited in carrying out the 
purpose of the resolution. 


Authority to Transfer Reserves 


It was reported that in twenty-seven States 
trust companies were permitted to comply with 
the purpose of the resolution, in fourteen States 
the companies could not comply, while in the 
remaining States it was doubtful. In several 
States where compliance with the resolution was 
not permitted, an active interest was taken in 
this matter, through the preparation and passage 
of bills designed to permit trust companies to 
carry out the purpose of the resolution. In 
those States where the laws did not permit de- 
posit of gold reserves with the Federal Reserve 
banks, it was resolved by the Executive Com- 
mittee, that the matter of drafting a uniform 
law for all States, so that trust companies may 
be enabled to carry their gold reserves with the 
Federal Reserve banks of their several districts, 
be referred to the Committee on Legislation 
with power. 

As a result of your Committee’s work along 
this line, material assistance was extended by 
the trust companies of the country to the Gov- 
ernment in its efforts to mobilize the nation’s 
gold reserve. No inconsiderable amount of the 
metal has already found its way into the vaults 
of the Federal Reserve Bank of New York by 
reason of the deposits of several of the trust 
companies and similar action is reported from 
other districts. 

The Committee, at this meeting, deemed it 
well to give expression to the valuable assistance 
rendered by the General Secretary and in this 
connection adopted the following resolution: 


RESOLVED, that this Committee does 
hereby avail of this opportunity to place on 
record the expression of its cordial appre- 
ciation of the hearty co-operation and help- 
ful assistance extended by Colonel Fred E. 
Farnsworth, General Secretary of the 
American Bankers’ Association, to the of- 
ficers of the Trust Company Section in the 
furtherance of its activities, and be it fur- 
ther 


RESOLVED, that the President be and 
he is hereby instructed to transmit to Col- 
onel Farnsworth a copy of these resolu- 
tions. 


Patriotic Support Tendered by Trust 
Companies 


At the same time, the question of the two 
billion dollar “Liberty Loan of 1917” was given 
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special consideration, resulting in the adoption 
of the following preamble and resolutions: 


“WHEREAS, the $2,000,000,000 Liberty 
Loan of 1917 has been offered for public 
subscription by the Secretary of the Treas- 
ury, and 


WHEREAS, a prompt and liberal re- 
sponse thereto is not only desirable, but 
urgently necessary, therefore be it 


RESOLVED, that the Executive Com- 
mittee of the Trust Company Section of 
the American Bankers’ Association, as- 
sembled in its annual spring meeting, does 
hereby pledge to the Honorable William G. 
McAdoo, Secretary of the Treasury, the as- 
surance of the fullest co-operation on the 
part of the Trust Companies of the United 
States to make this loan a complete suc- 
cess, and be it further 


RESOLVED, that the Trust Company 
Section urges upon its members throughout 
the United States that they not only liber- 
ally subscribe thereto themselves, but re- 
quest their depositors and clients to do 
likewise.” 


These resolutions were telegraphed by your 
Chairman to the Honorable William G. Mc- 
Adoo, Secretary of the Treasury, who replied 
thereto as follows: 


‘ 


“Your telegram seventh instant has just 
been brought to my attention. Will you kind- 
ly convey to the members of Trust Company 
Section of the American Bankers’ Association 
my deep appreciation of the generous and 
patriotic support they have pledged to the 
Government in the great financial operations 
incident to the war for liberty and democracy 
in which we are engaged. Such assurances of 
support make the success of the Liberty Loan 
certain. I shall not hesitate to avail myself 
to the fullest measure of your co-operation in 
the great work that lies ahead of us.” 

The activities of the Special Committee on 
Legislation received further consideration at 
this meeting, particularly in connection with the 
letters sent by that Committee to members of 
the Section, seeking their co-operation in de- 
fraying the Committee’s expenses, and in recog- 
nition of the valued service performed by this 
Committee and counsel thereof, appropriate 
resolutions were adopted. It is now a well- 
known fact that the decision rendered by the 
Supreme Court of the United States on June 11, 
1917, in regard to the granting of fiduciary 
powers to National banks was favorable thereto. 

The sixth and last meeting of the Committee 
was held at this hotel on Monday, September 
24, 1917, at 9.30 a.m., when the reports of the 
Executive and the various sub-committees and 


Secretary were submitted and approved for 
presentation to the Section. In addition to the 
routine business transacted, consideration was 
given to the question of communicating to the 
Federal Reserve Board the views of the Execu- 
tive Committee in respect to the granting of 
fiduciary powers to National banks. 


Excellent Work by Secretary Mershon 
has already been made by the 
President to the hearty support given in fur- 
thering the successful flotation of the Liberty 
Loan of 1917 and the assistance rendered by the 
trust companies of the United States and by 
the Executive Committee and its officers. 
Greater commendation could not be accorded to 
the Secretary than that voiced by Mr. Goebel, 
the President of the American Bankers’ Asso- 
ciation at the meeting yesterday, and the ac- 
ceptance of the results of the Secretary’s work 
in this connection, except that here it may not 
be inappropriate to advise you of the receipt by 
the Chairman of an official communication from 
the General Secretary, Colonel Fred E. Farns- 
worth, in which he warmly commends the ef- 
forts of the Secretary as follows: 


“You are aware of the extra work placed 
upon Secretary Mershon in completing the 
propaganda of the General War Loan Com- 
mittee of the American Bankers’ Assoctation. 
Mr. Mershon undertook the task of compil- 
ing report No. 4 received from a large num- 
ber of banks of the country. He did most ex- 
cellent work, was faithful to the trust, inde- 
fatigable in his services, and conscientious in 
his desire to make the report as complete as 
possible. He is entitled to great credit. 

“That you may know something of this 
work, I am enclosing herewith a copy of his 
report to the General Committee. At its ses- 
sion on July oth the General Committee re- 
quested of Mr. Mershon that he continue and 
complete the final statistics and such reports 
as may come in this week. This will prob- 
ably take him into the middle of next week, 
but this work has been well done and reflects 
credit on the Trust Company Section, inas- 
muchas we now have a Secretary who is 
ready and willing to do his share of the work 
in these offices; and also that we have officials 
of the Trust Company Section who are in 
sympathy with the Association and are willing 
that the Secretary of the Section shall carry 
his burden of the exacting duties which fell 
on our organization during the Liberty Loan 
campaign.” 


Reference 


Trust Company Subscriptions to 
Liberty Loan 

It will be interesting to record briefly a 

ment showing the co-operation given by 
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companies in the flotation of the first Liberty 
Loan of 1917. The companies having the most 
conspicuous part in supporting the loan were 
those located in New England, Eastern and 
certain Western States. Trust companies in 
New York State subscribed to nearly $320,000,- 
000 of bonds while $300,000,000 of this amount 
was from companies in New York City. The 
trust companies of several other States were, 
however, conspicuous in the totals recorded, 
these being principally in those centers where 
trust company operations are fully established. 
The expenses incurred by trust companies in 
advertising the bonds and in soliciting subscrip- 
tions, as well as the detail work incident td 
placing them in the hands of the individual 
buyers, were rather heavy. This experience, 
however, was common to all classes of financial 
institutions. The hope, therefore, is expressed 
for a solution of this problem in connection 
with placing subsequent loans. In any event, 
the loyal support of the trust companies of the 
United States may be fully counted upon in the 
future, as in the past, in every effort made in 
the program to democratize the nations of the 
world. 

Throughout the year much time has been de- 
voted to a discussion of the attitude of the 
trust companies in regard to the Federal Re- 
serve system. Of major interest, therefore, to 
all trust companies are the amendments to the 
Federal Reserve Act, adopted on June 21, 1917. 
The importance and bearing of these amend- 
ments upon the future entry of State institu- 
tions into the system are vital and far reaching. 
Ample time was afforded yesterday for a dis- 
cussion of this subject. Of the 76 State insti- 
tutions which have entered the system 28 are 
trust companies and represent aggregate re- 
sources of $650,000,000. 


Growth in Membership 


The continued growth in the membership of 
the Section and the deeper interest shown by 


members are most gratifying. The active mem- 
bership of the Section at this time is 1,408, being 
an increase of 110 compared with that of a 
year ago. At the same time the associate mem- 
bers have increased 56, making a grand total of 
1,625 members. A detailed financial statement 
for the Section will be rendered by the Secre- 
tary. It is worthy of note, however, that of the 
total amount voted for trust company activities 
for the year, viz.: $9,809.80 only $8,643.97 was 
expended, the balance, $1,165.83, having been 
returned to the General Association Treasury. 
It is a source of great personal gratification 
that my recommendation respecting the selec- 
tion of Mr. L. A. Mershon for the office of 
Secretary was favorably acted upon by the 
Executive Committee at Kansas City, and that 
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this choice has resulted in greatly developing 
the work of the Section. He has made it his 
constant effort to render service of a construc- 
tive character to all members. It may be stated 
that there was a great deal of work necessary 
to effect an almost complete reorganization of 
the Secretary’s office entailing much labor in 
order to lay a proper foundation not only for 
carrying out what was proposed to be accom- 
plished during the year, but for the future as 
well. Your chairman, therefore, bespeaks the 
continued hearty co-operation of all officers and 
members in behalf of the Secretary and the 
work of his office. 

On the several occasions throughout the year 
when it has been thought advisable to call to- 
gether the officers and members of the Execu- 
tive Committee there has been a most hearty 
response and deep interest shown. Their readi- 
ness to co-operate in a broad and generous serv- 
ice is worthy of the highest commendation. It 
is, therefore, fitting that the thanks of your 
Chairman to these gentlemen be recorded. 

Nine Billion Trust Company Resources 

You are, of course, well aware, that there 
exists no real clearing house for trust com- 
pany statistics, covering the entire country, 
such as is afforded by the office of the Comp- 
troller of Currency in the case of National 
bank statistics, and therefore, in behalf of the 
Executive Committee, it affords me much pleas- 
ure at this point to submit for your information, 
in order that you may gain some idea of the 
growth of the trust companies, some advance 
figures which have just been compiled in con- 
nection with the 1917 edition of the annual pub- 
lication: “Trust Companies of the United 
States.” 

The total resources of the 2006 Trust Com- 
panies reporting as of June 30, 1917, amounted 
to approximately Nine Billions of Dollars 
(to be exact, $8,983,430,413.02) which is an in- 
crease of one billion and a quarter of dol- 
lars compared with June 30, 1916, or 16 per 
cent. during the past year. Total resources of 
National banks during the same period ended 
June 30, 1917, were reported as Sixteen Bil- 
lions, being an increase of $2,073,000,000, or 
14 per cent. gain over 1916. 

It may be further of interest to indicate the 
increases shown since June, 1912, five years ago. 
Trust company total resources were then $5,- 
490,000,000 as against $9,000,000,000 at present, 
or an increase of 62 per cent. during the past 
five-year period, while in June, 1912, the Na- 
tional bank resources were $10,861,000,000, as 
against $16,000,000,000 on June 30, 1917, an in- 
crease of 47 per cent. for the five-year period. 
This comparison becomes the more impressive 
when it is borne in mind that the National 
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banks numerically exceed the trust companies of 
the country in the proportion of more than 
three to one. 

In conclusion, permit me to refer to the pres- 
ent economic situation as a result of the world 
war. Unprecedented conditions have arisen, 
producing grave responsibilities. Tests of indi- 
vidual and corporate strength are now being 
made as never before. The word, “Trust” in 
the corporate titles of our several companies, 
and the business coming into our hands as a re- 
sult of that trust, should be protected to the 
utmost, in order that the enviable record of coni- 
servation may continue unimpaired. 

+ * * 

Mr. Platten: Let me say right here, Mr. 
President and gentlemen of the Trust Com- 
pany Section, speaking of patriotic motives 
of the Trust Companies of this country: There 
never was a time when the Trust Companies 
have not come foreward wholesouled to pro- 
mote the general interest of this country 
(Applause) and I am frank to say, Mr. Presi- 
dent, that when an appeal is made to our 
Trust Companies in a Liberty Loan, in the 
Red Cross movement, in the placing of these 
certificates of indebtedness, you will find the 
Trust Companies will respond to the appeal 
in a manner second to none of the financial 
institutions of this country. 

And when I referred in the report to the 
amount of $8,600, that amount of $8,600, is but 
$200 more than was expended by the Section in 
1912, and today we have a large increase in the 
number of members, and our activities are 
greater, and so yolti can understand we have 
handled the work of the Section ably. 

Finally, let me say here that the Secretary’s 
office is there for the purpose of assisting all 
the members, and no efforts will be spared to 
furnish all information obtainable. (Applause.) 

The President: Gentlemen, it is exceed- 
ingly difficult to put in cold type and place be- 
fore you the activities which comprise the work 
of this Section for any one year. Only those 
of us who have been through the mill and who 
understand the great amount of work involved 
in the Chairmanship of the Executive Commit- 
tee of this Section can fully realize and appre- 
ciate the amount of satisfactory work and at- 
tention to details of the office which have been 
rendered by Mr. Platten during the past year. 
I think it may be said that at no time have the 
affairs of the Section been in better condition 
than now. The office has been entirely reorgan- 
ized, and the interest shown by those present at 
this meeting indicates what I wish to point out. 

Gentlemen, you have heard the report of the 
Chairman of the Executive Committee. It seems 
to me in addition to the formal motion of re- 
ceiving and recommending, we should also give 
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a vote of thanks to Mr. Platten for the very 
excellent work which he and his Committee 
have done during the past year. 


Mr. Mason: I make such a motion, Mr. 
President. (Motion seconded.) 
The President: You have heard Mr. Ma- 


son’s motion, which has been duly seconded. 
All in favor say “aye”; opposed “no.” The mo- 
tion is unanimously carried; and, Mr. Platten, 
you are thanked by the Section. 

Mr. Platten: I thank you very much for 
the commendation. 


The President: There seem to be so many 
things to come before the Convention this year 
that the difficulty has been the selection of mat- 
ters of interest from a varied and extended 
assortment, rather than in the manufacture of 
a program. We have all learned and are fa- 
miliar with the Association recently formed, 
known as The National Association of Owners 
of Railroad Securities, and the activities of Mr. 
S. Davies Warfield, of Baltimore. We are most 
fortunate in having Mr. Warfield with us this 
morning, and I have taken the liberty of sus- 
pending the printed program for a few mo- 
ments in order that we may hear a few words 
from Mr. Warfield on this subject which means 
so much to savings banks and trust companies 
who hold so many of these securities, and who 
seem to be the only people out in the cold wide 
world without protection. (Laughter.) We, 
therefore look to Mr. Warfield as a kind of 
Moses to lead us out of the wilderness, even 
though his name starts with an “S” which is 
doubtless “Samuel.” I therefore take great 
pleasure in presenting Mr. S. Davies Warfield, 
of Baltimore. 

Mr. S. Davies Warfield: First let me thank 
the Chairman for making me the Moses. I do 
not know that I will live up to what he expects 
me to do. I have been given ten minutes, and 
to expedite matters I have set my remarks down 
and will read them. (Mr. Warfield’s address 
appears on page 323 of this issue of Trust Com- 
PANIES. ) 

President McCarter: Gentlemen, we feel 
very grateful to Mr. Warfield for his inter- 
esting remarks, and our interest is due to the 
vital relation which his subject bears to every 
one of our institutions. I think it will be in 
order if we should pass a resolution approving 
of the formation of this Association for the 
protection of the owner of railroad securities, 
absolutely free from political bias, and that we 
recommend to the individual members of our 
Section that insofar as it may be practicable 


they may join this Association. 

Mr. Ernest Woodruff, President Trust Com- 
pany of Georgia, Atlanta, Ga.: 
(Seconded.) 


I make such 
a motion. 
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Do You Know that— 


Group Life Insurance 
for BANKS AND TRUST COMPANIES has been adopted 


by leading institutions in all the principal cities of the United 
States since its inauguration by the Equitable Life over 
five years ago. 


FIVE FEDERAL RESERVE BANKS now protect their 


organizations by Equitable Group Insurance. 


Why? 


Answer can be made from current ANNUAL REPORT of 
the COMPTROLLER OF THE CURRENCY to the 
TREASURY DEPARTMENT. 


““RECOMMENDATION TO BANKS TO FURNISH LIFE INSURANCE TO EM- 
PLOYEES EQUAL TO ONE YEAR’S SALARY OF EACH EMPLOYEE 


* * * * This office takes the liberty of recommending 


to national banks that they give special consideration to the 
question of furnishing their clerks and other employees receiv- 
ing small salaries, life insurance policies equal to their salary 
for one year; so that, in event of death, the families of em- 
ployees may at least be temporarily provided for. The advan- 
tages of such a plan are obvious and manifold, and proper 
cognizance may be taken of this slight extra expense in the 
adjustment of salaries.” 


If you have not yet utilized Group Insurance, send for 
pamphlet containing bankers’ experience—’Group Insurance 
for Banks and Trust Companies.’ This is a good time for its 
consideration—effective as of the holiday year-end season— 
or sooner. 


The Equitable Life Assurance Society of the U. S. 


DEPARTMENT OF GROUP INSURANCE 


120 BROADWAY, NEW YORK 


W. A. DAY, PRESIDENT 
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The President: You have heard the resolu- 
tion introduced by Mr. Woodruff, of Atlanta. 
It has been seconded. Those in favor will say 


“aye.” Opposed, “no.” The resolution is 
passed. 
Mr. Warfield: On behalf of our association, 


I wish to thank you, gentlemen, for the reso- 
lution you just passed. 

The President: The next is a report of the 
Committee on Legislation, and report of special 
Committee on Legislation, both of which will 
be presented by Mr. Uzal H. McCarter, the 
Chairman of those two Committees. Modesty pre- 
vents me making those reports in person, so I 
will ask the Secretary to read them. 


The Secretary (Reading): “Your Committee 


The work of the Committee during the past 
year has been one of considerable activity in 
that the purpose of its organization, namely, the 
test of constitutionality of Section 11, paragraph 
k of the Federal Reserve Act, has been com- 
pleted. The well-known decision of the Supreme 
Court of the United States was rendered on 
June 11th, of this year, in which that portion of 
the Act was sustained, granting fiduciary pow- 
ers to National banks. It is the hope, however, 
of your Committee that in granting these pow- 
ers to financial institutions operating under Fed- 
eral charter that the Federal Reserve Board will 
exact those requirements which 
strong factors in enabling our 
panies to properly protect and 
trusts coming into their care. 

The case was argued before the Supreme 
Court of the United States by the Honorable 
John G. Johnson of Philadelphia, and the Hon- 
orable Henry M. Campbell of Detroit. Every 
effort has been made by the Special Committee 
on Legislation to have the case properly pre- 
sented, and regardless of the result, your Com- 
mittee feels that it has done its best and left 
nothing undone to advance the interests 
which it was acting. 


been 
com- 


the 


have 
several 
conserve 


for 


The Committee begs to express its great sor- 
row that within two or three days after argu- 
ing this case before the Supreme Court of the 
United States, that greatest of American law- 
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REPORT OF SPECIAL COMMITTEE ON LEGISLATION 
OF TRUST COMPANY SECTION 


By UZAL H. McCARTER, Chairman 






has nothing to report at this time except that its 
activities were taken over by the Special Com- 
mittee on Legislation, the report of which will 
include the work of this Committee. 
Respectfully submitted, 
Uzat H. McCarter, Chairman. 
The President: Before we hear the report 
of the legislation committee, I would like to say 
that the other report is one of the few dividends 
you will get out of the Association. You will 
get a 20 per cent. return 


Mr. Mason: I move the report be accepted 
with thanks, and I would like to say that very 
few people realize the great work Mr. McCarter 
has given to this thing. He has served us night 
and day, and I commend him to the Association. 


yers, the Honorable John G. Johnson died in 
Philadelphia, and while the Committee is most 
grateful that his life was spared to permit him 
to render such valuable service to the trust 
companies of the country, in connection with 
all other of his clients, it greatly deplores his 
death and the loss to our country of his great 
ability. 

The Committee further desires to record its 
high appreciation of the valuable service ren- 
dered to the trust companies by the untiring 
efforts and great ability of the Honorable Henry 
M. Campbell of Detroit. It acknowledges with 
pleasure the action of the Executive Committee 
at its meeting on May 7th in the passage of a 
suitable resolution in recognition of his untir- 
ing zeal and energy in behalf of the trust com- 
panies of the country. 

To meet the expenses of the litigation the 
trust companies of the country were circularized 
to the effect that an assessment had been levied 
by the Committee of one one-hundredth of one 
per cent. upon their capital and surplus, and re- 
quest made that a check for such amount be 
sent by each institution to the Chairman of the 
Committee. About 2,200 institutions were thus 


notified, to which notices the Committee received 
876 replies, of which 582 institutions forwarded 
checks and 294 institutions declined so to do. 
Out of the total number of notices sent, 1,324 
failed to respond at all. 

A financial statement is submitted herewith: 
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RECEIPTS 
$41,316.01 


207.75 


Amount of subscription received 
Amount of interest on deposit 
Total receipts 523.76 
EXPENDITURES 

Counsel fees $32,500.00 

Printing and stationery 310.40 

Telegrams and incidentals 

Additional clerical help in forwarding 
circulars and fees to typewriters and 
be vokkeepers 

Present balance in bank 


304.50 
8,387.02 


Total expenditures 


Of the balance now in bank it is estimated 
that it will cost approximately $387.02 to return 
to the several subscribing companies the excess 
of balance described. This will leave in round 
figures $8,000, which is 19.36 per cent. of total 
subscriptions, thus enabling a rebate at this rate 
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to each subscribing company. This will be done 
at an early date. 

In addition to the work of the Committee in 
conducting the test above referred to, your 
Committee assisted trust companies in several 
States in their legislative difficulties, notably in 
the States of Washington and New Hampshire. 
In the State of Washington the Legislature was 
largely composed of lawyers who conceived the 
idea of removing entirely from trust companies 
the right to transact a fiduciary business. An 
astonishingly bitter fight developed which, for- 
tunately, after great effort was won by the trust 
companies of the State. In New Hampshire a 
determined effort was made to grant National 
banks fiduciary powers, which finally, after 
much labor, was defeated. 

As the special task for which this Committee 
was created is now at an end, the Committee 
begs an approval of this report, in order that 
its activities may terminate. 

Respectfully submitted, 
Uzat H. McCarter, Chairman. 


REPORT OF SPECIAL COMMITTEE OF THE TRUST 


COMPANY SECTION ON FEDERAL RESERVE ACT 


J. H. MASON, Chairman 
Vice-President Commercial Trust Company, Philadelphia, Pa. 


Your Special Committee on Federal Reserve 
Act was appointed at a meeting of the Execu- 
tive Committee held on December 5, 1916, for 
the purpose of making an analytical study of 
the Act, with a view to ascertaining objections, 
by trust companies to entering the system, and 
recommending amendments desired to the Act. 

Subsequent to the appointment of this Com- 
mittee the Chairman of your Executive Com- 
mittee addressed a letter to all members of the 
Section requesting that they express their view 
upon the subject in writing to the Chairman of 
the newly created Committee. As a result of 
this appeal a number of communications were 
received in which many different 
expressed. 


views were 

Not one letter was received unqualifyingly 
commending the Act. Although it was clearly 
apparent that a willingness existed to consider 
membership in the system, providing certain 
changes were made in the law. 

Following the receipt of these letters your 
Committee held a meeting in New York City 
on January 11, 1917. At this meeting all phases 
of the subject were fully discussed. Later your 
Chairman was in communication with the au- 


thorities at Washington, 
correspondence the 
were expressed. 


and 
views of 


through which 
the Committee 
Without presenting in detail 
the subject matter of this correspondence, it 
may be stated that some amendments desired 
have since been enacted into law. Clayton Act, 
Sec. 8 which was one of the deterring factors 
considered by your Committee has taken a most 
unlooked for turn concerning the interlocking 
directorates. The Act does not apply to direc- 
torates of trust companies and the Federal Re- 
serve Board will shortly issue rules in accord- 
ance with the Attorney-General’s decision. 
Therefore your Committee has in mind no 

further specific amendments to suggest at this 
time, but believes the entire question is one to 
be decided by each separate company, depending 
upon the laws of the State under which the 
company operates, its charter rights, character 
of business and need for the privileges offered 
by affiliation with the new system. All of which 
is respectfully submitted. 

J. H. Mason, Chairman, 

FRANK W. Biarr, 

Festus J. WADE. 
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Organized 1803 National Bank 1864 
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PHILADELPHIA NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits, $6,700,000 
Total Resources, : +: Over $100,000,000 


A BANK OF CHARACTER, STRENGTH AND SERVICE 


Completely equipped to handle any banking transaction 
large or small, domestic or foreign 


LEVI L. RUE, President 
Charles P. Blinn, Jr., Vice-President W. S. Maddox, Vice-President 
Horace Fortescue, Vice-President and Cashier 
O. Howard Wolfe, Assistant Cashier David W. Stewart, Assistant Cashier 
George F. Gentes, Assistant Cashier Frank P. Stephens, Assistant Cashier 
Stephen E. Ruth, Assistant Cashier Edgar Ross, Manager Foreign Dept. 
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REPORT OF SPECIAL COMMITTEE ON PUBLICITY 
TRUST COMPANY SECTION 


JAMES M. PRATT, Chairman 
Vice-President Guaranty Trust Company, New York 


The Special Committee on Publicity was cre- 
ated at the meeting of the Executive Committee 
in New York City on December 5, 1916. 
[he motion being duly made, seconded and car- 

follows: 


1a, as 

RESOLVED, That a special committee 
consisting of two members to work in con- 
junction with the officers of the Section be 
created to investigate the practicability of a 
national publicity campaign, or several local 
campaigns, to promote fiduciary and other 
trust company services, and that said com- 
mittee shall in its recommendation include 
a plan of operation. 

Under date of December 28, 1916, the Chair- 
man of the Executive Committee addressed a 
communication to all members of the Section, 
advising them of the appointment of this Com- 
mittee, and requesting them to address the 
Chairman of the Committee, expressing fully, 
for the guidance of the Committee, their view 
upon the subject matter of the resolution. A 
number of communications were received and 
they contained suggestions somewhat as fol- 
lows: 

“Our opinion is that powers and functions 
of trust companies differ so widely under the 
laws of the different States that a national 
campaign would not be practicable. It might 
be possible to form a plan for publicity with 
respect to fiduciary services, but our judgment 
is that this can be accomplished just as well 
by local campaign.” 

“Other trust company services are of so 
varied a character and largely banking in their 
nature, it would seem impracticable under the 
various State laws to organize a national cam- 
paign to cover them.” 

“We believe the most effective method to 
promote fiduciary service is through special 
and individual work. Profitable business of 
this character is found among comparatively 
few in each command and can be covered by 
personal work rather than general publicity.” 

“Do not believe a campaign of this kind 
can be conducted by co-operation with other 
trust companies.” 

A member from California stated that they 


devour any literature on the subject of adver- 
tising, and they trust that the findings of the 
Committee may be worked up in some concrete 
form so that a pamphlet may be prepared for 
distribution to all members. 

Another member from 
that they are in 


Massachusetts wrote 
favor of publicity for trust 
companies, and look upon the matter as one to 
be undertaken by the Section. They believe a 
national campaign would do the trust companies 
a great deal of good and be of value to the pub- 
lic now ignorant of the advantages of fiduciary 
services of these companies. 

A member in the South said that they doubted 
the practicability of a national campaign or a 
co-operative local campaign to promote fiduciary 
or other trust company services. They believe 
that there is a distinct individuality in trust 
companies, and that they would not, for in- 
stance, care to join in the issuance of an adver- 
tisement in their own city which would include 
their competitors on equal terms. They also 
believe that they are better qualified for trust 
service than their competitors, and that the 
number of people with accumulated property, 
comfortable incomes, or those able to carry sub- 
stantial life insurance, are limited in number, 
and may be easily ascertained. They feel that 
a trust company should make up a mailing list 
composed of people with property and comfort- 
able incomes and appeal directly to them, there- 
by avoiding a large waste in effort. 


Unanimous Demand for Fiduciary 
Development 


The apparent difference of opinion is, how- 
ever, more apparent than real, for the members 


are unanimous in voicing their desires for 
greater activity in securing the nomination of 
trust companies to act in trust capacities. A 
carefully prepared plan of national local pub- 
licity would, therefore, no doubt receive the 
approval of a large proportion of the member- 
ship, if introduced during normal times. 
Shortly after the appointment of this Com- 
mittee diplomatic relations were severed and 
war was declared with Germany. It therefore 
became increasingly apparent that the conditions 
leading up to and following these events would 
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render inopportune any attempt to suggest tor 
execution a comprehensive plan for national 
publicity to be given fiduciary and other trust 
company services. The problems to be con- 
fronted in a publicity campaign, national in 
scope, are difficult of solution in time of peace. 
In time of war they are almost impossible of 
satisfactory solution. 

Among the questions to be answered are those 
of apportionment of expenses and how raised; 
writing and selection of copy; selection of me- 
diums; circulation and clentele of mediums se- 
lected; preparation of trust companies qualified 
and equipped to execute trusts, to take advantage 
of the sentiment created in their favor. 
In addition to these few points are those de- 
tailed items so familiar to all publicity men, but 
uninteresting for recital here. 

Out of 2,000 wills becoming operative in New 
York County in 1915, only about 40 estates rep- 
resented were placed in the hands of trust com- 
panies. Court records and other centers, large 
and small, would no doubt reveal as startling a 
condition. This is sufficient reflect 
upon the necessity for trust companies, even in 
our largest cities, to 
spreading the knowledge of 
equipment and service. 

In the belief, therefore, that 
advantage should be taken by the Section to as- 
sist its members in extending their lines of use- 
fulness, even during these days of political, so- 
cial and economic upheaval, your committee de- 
sires to suggest to your consideration and adop- 
tion the following: 

1. Furnish at cost to all members, for their 
individual use, comprehensive advertising 
campaigns, using tested advertisements, form 
letters and booklets to be contributed by 
member companies. 

2. Furnish at cost to members and com- 
munities, as desired, tested material for use 
in the conduct of a local publicity campaign. 

The Section has already a quantity of such 
matter on hand, and has assurances from a 
number of companies that they will co-operate 
in furthering such plans. 

x aa * 

President McCarter: It has been moved 
and seconded that the report which you have 
just heard be received and filed. I desire to 
say that as the result of this report, the Execu- 
tive Committee recommend to the Convention 
that this Committee be retained in power. They 
have some thoughts as to the working out the 
details of this report, and the committee may be 
of service to the members of the Association, 
in furnishing advertising matter of the indi- 
vidual corporations, as. well as to those who 
conduct publicity departments. Motion 
onded. 


new 


reason to 


become more active in 


trust company 


every possible 


sec- 
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Mr. Elliott C. McDougall, President City 
Trust Company, Buffalo, N. Y.: | second it 
[ am very much interested in this report. | 
have been a trust man about three years. Com- 
mercial banking everybody knows about. The 
trust company’s powers outside larger cities are 
almost unknown—that is the public knows very 
little about them. When I got into the trust 
company in Buffalo I made a suggestion to the 
other three trust companies there. I said, “Let 
us plug together and advertise and it will do us 
all good.” 
It seems to me that good work can be done for 
the benefit of all, and the 
dound to the benefit of 
public as a rule do not 
uses that can be made 


I could not get them to co-operate 


will re- 
The 


know anything about the 


advertising 
the trust companies. 


trust companies 


President McCarter: The Association d 
sires to express its great appreciation to Mr 
McDougall, that during the 
light and 


last three years he 
within the fold 
ywn him many years and 


seen the 
( Laughter.) 
have labored with him, 


has come 
I have kn 
and I am glad our ef- 
getting him in. 
that the 
and it will be so 


forts have been successful in 


The 


mittee be continued in power, 


result of the resolution is Com- 


ordered 


W. E. McVay 
Vice-President Guaranty Trust and Savings Bank of 
Los Angeles, who represented that institution at the 
A. B. A. Convention 
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BANKS AND TRUST COMPANIES THROUGHOUT 
THE UNITED STATES ARE CORDIALLY INVITED TO 
PLACE A PORTION OF THEIR RESERVE FUNDS 
WITH THIS STRONG, CONSERVATIVE AND EFFI- 
CIENT BANKING INSTITUTION. INTEREST WILL BE 
ALLOWED ON DAILY BALANCES OF $5,000.00 OR 
OVER AT THE RATE OF 3 PER CENT. PER ANNUM, 
CREDITED MONTHLY AND THE FUNDS WILL BE 
SUBJECT TO DRAFT AT ANY TIME. 

DRAFTS DRAWN ON THIS COMPANY ARE PAYABLE 
AT PAR THROUGH THE NEw YORK CLEARING 
HOUSE OR THROUGH THE FEDERAL RESERVE 
BANK OF THE FouRTH DisTRICT. ITEMS PAY- 
ABLE THROUGH THE CLEARING House DEPART- 
MENT OF THE FEDERAL RESERVE SYSTEM WILL 
BE ACCEPTED FOR CREDIT AT PAR. 


THe Union TRust Company oF PitrsBuRGH 
PITTSBURGH PENNSYLVANIA 


CAPITAL AND SURPLUS THIRTY-SIX MILLION DOLLARS 
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“The Leading FIRE INSURANCE Co. of America” 
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IN 1819 Rat etal eQRERCE . PERPETUAL 


x y * = 
; i Se 4 
a ys - 
$ j 
R ss 
8) Stee 
AY > a 


WM. B. CLARK, PRESIDENT 


CASH CAPITAL, . . . $5,000,000.00 


RESERVE FOR ALL OTHER LIABILITIES, . 13,547,121.90 
Net SURPLUS, ... : : ; 8,146,446.99 
0 Ee oe ae eee ee . 26,693,568.89 


Losses Paid in 98 Years Over 


$157,000,000 


AGENTS IN ALL THE PRINCIPAL CITIES AND TOWNS 


NEW YORK CITY AGENTS 


FIRE MARINE 


RUSSELL, SCOTT & ZIEGLER TALBOT, BIRD & CO., Inc 


95 William Street 63 Beaver Street 
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REPORT OF COMMITTEE ON PROTECTIVE LAWS OF 
THE TRUST COMPANY SECTION 


LYNN H. DINKINS, Chairman 
President Interstate Trust and Banking Company. New Orleans, La. 


During the past year, the efforts of our vari- 
us State legislatures have almost equaled in 
activity the operations of the War Department 

that portion of the civilized world which is 
ow in armed conflict. Counting special ses 
ions, we have had almost as many State legis 
meetings as 
National Union 


the proposed 


there are members in 


lative our 
Broadly speaking, however, 
enactments affecting trust com- 
yanies were rather more conservatively phrased 
han in the recent past. 

The State of Iowa established a separate de- 
partment to control its banks and trust 
placing them under the control of 
perintendent of banking. 


tr 


com 
panies, 
Ohio made it 
ust companies to invest their funds 1 
Farm Loan Bonds. The administration of trust 
Arkansas, Florida, North Dakota, 
on, South Dakota, Washington, and Wyom 


and addi- 


mpanies in 


vere restricted 


al legislation. 


safeguarded by 


Indiana passed an act requiring com 


panies re 
ving commercial deposits, payable on demand, 


maintain 


an adequate cash reserve Rhode 


Island empowered trust companies to hold prop- 
erty in trust for the care and preservation of 
certain burial grounds. A number of 
lawful for National banks to act as 
when authorized by laws 
of the United States, and others passed acts per- 


states 
made it 
executor, trustee, etc., 


mitting the ownership of stock in corporations 
by trust companies, this in order to enable them 
to join the Federal Reserve system. 

At the Kansas City meeting, it was suggested 
that our trust officials should give 
some consideration to the establishment of 
The present ten- 
dency seems to be for a number of 


company 


branches in foreign countries. 
institutions 
foreign 
confidently believed 
organizations will contribute to the extension of 
| the United 
Respectfully submitted, 
Lynn H. Dinkins, Ch 
E. D. HuLBeErt, 
ISAAC H 
THEODORE G 


W. T 


to co-operate in the placing of these 


agencies, and it is these 


ie trade and prestige of States 


ORR, 
SMITH 


KEMPER, 


REPORT OF THE SECRETARY OF THE TRUST 


COMPANY 


SECTION 


LEROY A. MERSHON 


1 
WOrTkK 
past 


that a detailed recital of all 


Secretary’s office during the 


Believing 
ne hr the 
{ ! LEic 
unwarranted claim 
been the 


ar would exact an upon 


our time, it has endeavor of your 
secretary to prepare a report, the presentation 
of which would consume but a very small space 
hereof 

Upon returning to New York from the 
sas City Convention the 
work of the Section office entered 
comprising during the year the following: 
Various secretarial duties in connection with 
the notices and minutes of the meetings of the 
Executive Committee and its sub-committees. 
Preparation, editing and approval of copy for 


the Annual Proceedings. Preparation of copy 


Kan 


regular and_ special 


was upon, 


each month for the Journal of the Association. 
A great number of inquiries upon all phases of 
trust safe 


company and deposit 


many of which required much special investiga 


operations, 


tion and research were answered through inter- 
| 


views and extended correspondence. In this 
connection the Secretary’s office was visited 

a number of occasions by representatives of 
foreign governments, such as those of Norway, 
Japan and China, where trust companies are to 
be established along lines. Just prior 
to the preparation of this report application for 
membership was received from the China Trust 
Company, Shanghai, China. Members availed 
of the Secretary’s office to discuss the outlines 
of a plan to educate and stimulate the interest 


modern 
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of employees, with a view to eliciting their in- 
telligent and hearty co-operation in furthering 
the expansion of their several institutions. A 
steady increase is noted in this form of service. 
Due to the activities of the Executive Com- 
mittee and the various sub-committees, several 
communications were sent to all members and 
compilations with re 


prepared in connection 


plies thereto 


Constructive Work of the Section 


Much information pertaining to 
phases of trust company work has been gath- 
during the year and systematicaliy filed 
for ready reference. Much, however, yet re- 
mains to be done. Your Secretary has attended 
frequent conferences and meetings of bank and 
trust company officials throughout the year, as 
well as conventions of State Bankers’ 
tions 


various 


ered 


Assoc la- 


In the March issue of the Journal your Sec- 
outlined a “Book of Forms and 
Service,” which was subsequently adopted for 


retary new 
the use of the Association and several sections 
thereof. The activities incident to the war, 
have, however, precluded the possibility of fur- 
thering the work until after this Convention and 
possibly until after the next Liberty Loan. 

Throughout the twelve months just closed the 
work of the Section has been developed and its 
possibilities carefully unfolded and followed up. 
It has been the constant aim to install the most 
effective systems and methods in order that the 
greatest amount of service could be rendered to 
all members with accuracy and despatch. 

The membership of the Section as reported 
by your Chairman has shown a very gratifying 
increase. This was stimulated on several occa- 
sions throughout the year by special communi- 
cations addressed to non-members, setting forth 
the benefits of membership and co-operation. 

In conclusion permit me to inject a few words 
of a more personal nature which I trust you 
will not consider inappropriate. 

It might well be construed as indicating the 
lack of a fitting sense of appreciation on my 
part did I fail here to place on record an ex- 
pression of the recognition of my indebtedness 
to the Chairman of the Executive Committee, 
Mr. John W. Platten. It was he who placed 
my name before your Executive Committee a 
year ago, and throughout the twelve months 
just closed has given most generously of his 
time and advice upon a large number of sub- 
jects, about which it was my privilege to con- 
sult him. It has been my constant endeavor to 
render service of such a character as shall per- 
manently commend to you his judgment in my 
selection 

It is also with pleasure that acknowledgment 
is hereby made of my thanks to President Mc- 


Carter for his unvarying courtesy in relation to 
the general work of the Section, but more espe- 
cially in connection with his valued guidance 
concerning the many details incident to the Sev- 
enth Annual Trust Companies’ banquet, and the 
preparation of the program for this Convention, 
about which it was necessary to consult him at 
frequent intervals. 

I also bear willing testimony to the helpful 
assistance and undeviating courtesy accorded by 
Vice-President Blair in connection with all mat- 
ters about which I had the opportunity of con- 
ferring with him. Without exception every 
member of the Executive Committee and all sub 
committees has shown the greatest consideration 
in connection with all matters pertaining to the 
work of the Section. Acknowledgment is also 
made of the helpful given by the 
officers and department heads of the Associa 


assistance 


tion, as well as the General Secretary and Secre- 
Co-ordination of 
action have been my aim 


taries of the various sec 
effort and harmony of 
throughout the year 

An earnest realization of the possibilities of 
the Section work challenges at all times the best 
endeavors of whose constant 
purpose may be summarized by the ideal co 
operation and service 


tions 


your Secretary, 


Respectfully submitted, 
Leroy A. MersHon, Secretary. 
President McCarter: | 
Association now for 


have served the 
a period of ten years, and 
during that service | have never seen the Secre- 
tary’s office in a state of such satisfactory con- 
trol as it is at the moment. When you realize 
that Mr. Mershon has been with us practically 
now only one year, you will realize the amount 
of work and labor that he has performed, to 
bring the office which had no records, or noth- 
ing to commend itself to the membership, into 
a state of active service. Our Association 1s 
indeed most fortunate, and I take great pleas- 
ure in bearing tribute to the effectiveness of 
Mr. Mershon’s work during the past year. I 
promise’ for him an increased activity and value 
to the membership the next year. 
* ” * 
Treasurer’s Report of the Trust Company 
Section 
September 1, 1916 to August 31, 1917, inclusive. 
CREDITS 
September 30—16 appropriations by Ex- 
ecutive Council 
May 9—17 appropriations by Executive 
Council 
Received from sale Book of Forms.... 
Received from Trust Company 


$8,500.00 
1,250.00 
49.00 


sale 


Received for alc postage 


$9,809.80 
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Why ‘‘Hospital ’’ 


Bankers 


Ta 


is in our Name 


in different sections of the 
country often ask why the word “Hos- 
‘ . 

\ pital’’ occurs in our corporate name. 


When this company was chartered 
(1867) one of its objects was to aid the 


Rhode Island Hospital. 
annual profits went to the support of that institution. 


A part of the 
Later 


this arrangement was changed, so that the Hospital re- 
ceived outright a block of the Company’s stock. 

The word “Hospital” remains in the name of the Company, 
a significant reminder of our honorable historic connection. 
We are proud of our name and are trying to live up to its 
spirit, not only in our local business, but also in serving our 
broader clientele of banks and bankers. 


RhodeIsland Hospital Trust Company 


PROVIDENCE, RHODE ISLAND 


DISBURSEMENTS 
Salaries 
Executive Committee Meetings 1,030.70 
Book 983.04 
Rent 605.04 
Postage, 
ing 
Convention expenses 
Extra office help 
Gold token retiring President 
Telephone and telegrams 
Books and binding 
Traveling expenses 
Cards, plates and frames for 
addressograph 


of Proceedings 1916.... 
stationery and print- 


320.79 
155.79 
125.00 


63.20 


8,643.97 


Credit balance $1,165.83 


Election of Officers 


President McCarter: We will now hear 
from Mr. McLucas, Chairman of the Nominat- 
ing Committee. 


Nominations 


For President, Frank W. Blair, President 
Union Trust Company, Detroit, Mich. 


Vice-President, John W. Platten, President 
United States Mortgage & Trust Company, 
New York, N. Y. 

Members Executive Committee, 3 year 
term, John S. Drum, President Savings Bank 
& Trust Company, San Francisco, Cal.; Solo- 
mon A. Smith, President Northern Trust 
Company, Chicago, Ill.; W. L. Hemingway, 
President Mercantile Trust Company, Little 
Rock, Ark.; Henry M. Campbell, Chairman 
Board of Directors, Union Trust Company, 
Detroit, Mich.; Myron S. Hall, President 
Buffalo Trust Company, Buffalo, N. Y. 


President McCarter: Gentlemen what is 
your pleasure with regard to the report of the 
Nominating Committee? It is moved that it 
be received and carried out and that the Secre- 
tary cast a ballot in favor of these gentlemen. 
The Secretary informs me he has cast the bal- 
lot and I declare them elected. 





Tribute to Incoming President 


Mr. Blair, it is the pleasantest part of the 
duties that I have had in the service of the 
American Bankers’ Association—the Trust 
Company Section—to turn over the duties of 
President to you, who for so many years have 
been my warm personal friend, and to a man 
who has much greater ability than the outgoing 
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PHILADELPHIA 


Is one of the greatest financial centres, and one 
of the best equipped Banks in the city is 


The Girard National Bank 


WITH RESOURCES OF OVER 


$80,000,000 


Have You a Philadelphia Reserve Account? 


You need one to properly bandle your business 


president—though he is not quite so belligerent. 
(Laughter.) While 
ested, I hope it 


however inter- 
will last during the length of 
my natural term of life, and I will supply the 
belligerency for you, and Mr. Jones will take 
care of the other department of that. 

I congratulate you, gentlemen, in this election 
of your President. I know of no man during 
these critical times more fitted to manage the 
affairs of this Association, and I am delighted 
that a man of his well-known “stand-patism’”- 
if that is a fair term—will guide the destinies of 
the Association during the next year. Mr. Blair, 
I desire to pin the official badge of the office on 
you and wish you luck. 

(President Frank W. 
Chair.) 

President Blair: I feel that there has been 
conferred upon me a great honor. 


I remain, 


Blair occupying the 


Any words 
that I could give expression to would not tell 
you what my feelings are. 


I am not going to 
make a speech. 


I only want to say that if | 
can do one-half as well as your retiring Presi- 
dent, I will be entirely satisfied with myself. 
3efore proceeding I want to pin on our able 
and_ self-confessed belligerent, the retiring 
President, the permanent badge of his office. 
Past President McCarter: I thank you very 
much, Mr. Blair, and I feel I would not be 
doing duty to my associates on the Executive 


Committee if I do not 
the most 


report to you gentlemen 
graceful compliment I have ever re- 
1 which I have been 
individuals and as per- 
sonal friends, they have presented me yesterday 
at luncheon with the most beautiful set of studs 
and buttons that I have ever 
to express my 
licly 
President Blair: 
step forward? 
Mr. Platten, 
to pin upon your coat the badge of your office 
I feel that to you we 


ceived from a body witl 


connected, in that as 


seen and I desire 


appreciati 


yn to them thus pub- 
Platten please 


gives me great pleasure 
should give credit for a 
great amount of the work done during the past 
year. 

Mr. John W. Platten: Mr. President, in 
accepting your very kind expressions, I want to 
say that this Section is to be congratulated upon 
the appointment or the election of the incoming 
president, Mr. Blair. He has given a great deal 
of his time to the work of the Section. In the 
acceptance of this badge and also the honor of 
the office, I deem it a very great privilege, and 
I cannot say more than earnestly to thank you 
and pledge my very best efforts while I have 
the honor to occupy the position. Thank you 
very much. (Applause.) 

Mr. Breckinridge Jones: In referring to 
the charts exhibited here, they are interesting, 
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but can be of very little use to us, unless we can 
get facsimiles of them. They were prepared by 
Mr. Remsen, and I move that it is the sense of 
this Section that it be requested, if possible, to 
arrange with Mr. Remsen, so that this Section 
will be in possession at some reasonable cost, of 
a sufficient number, and furnish them to every 
member that asks for facsimiles, not only of 
those charts, but of this old will. My sugges- 
tion is that this arrangement involve no expense 
to the Section and that those who apply for the 
harts or facsimiles should pay for them. 

Mr. John W. Platten: | 
ught to do that, if it is 


: a « ar 
aluabDle iIntormation ; 


think the Section 
done at all. It is 


that is what we are 


tor. 
President Blair: 

r to be referred to the officers with power. 

If there is no those in will 


banded together 


The motion is that it is a 
discussion favor 


say aye. It is carried. 


Federal Reserve Loans on 

Mr. Platten: The Executive ( 
in receipt of some information from New York 
this morning. I have here a telegram, to the 
effect that Senator Calder has introduced a bill 
in the Senate, known as Senate Bill 2908. This 
bill is now before the Committee on the Bank- 
ing and Currency of the Senate. Will you get 
busy on it and have the Convention pass reso- 
lutions. We offer as a suggestion that this 
preamble and resolution be considered. 


The Trust Company Section of the 
American Bankers’ Association having 
learned with great interest of the bill intro- 
duced in the United States Senate by Sena- 
tor Calder, under which it is proposed that 
the Federal Reserve Board may be author- 
ized to permit Federal Reserve Banks, 
when they deem the emergency warrants it, 
to make loans to member banks upon cer- 
tain classes of securities as collateral, de- 
sires to record its entire approval of such 
proposed action and trusts that such au- 
thority may be granted to the Federal 
Reserve Banks. 


RESOLVED, That in addition to ex- 
pressing its approval as above the Trust 
Company Section recommends to the Gen- 
eral Convention of the American Bankers’ 
Association that it, the general convention, 
also approve the policy contained in the 
proposed legislation and urges its passage 
by the National Congress. 
Ex-President McCarter: 

motion. 


Mr. Breckinridge Jones: I would like to 
offer an amendment to that. Section 22 of the 
Act is a thing in my mind that is most offen- 
sive to most of the institutions. I think every 


Collateral 


ommiuttee 1s 


second the 
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member bank is practically violating it every 
day, and I suggest that we could add there “and 
recommend also that the provisions of Section 
22 of the Federal Reserve Act be liberalized.” 

Ex-President McCarter: Mr. Jones, I think 
that what you say is exactly so, but I think it 
would be unfortunate to inject that at the mo- 
ment. Here is one of the things that appeal to 
trust companies more than any other feature 
of the Federal Reserve Act, and will do more 
to harmonize it with those of us who are not 
doing a commercial business, than any other 
effort that has been introduced at the present 
time. The suggestion has been made and the 
resolution that has been offered meets with the 
entire approval of the President of the Ameri- 
can Bankers’ Association and I trust it will 
pass as it has been offered by Mr. Platten. 

Mr. Jones: I withdraw the 
(Cries of Question.) 


amendment. 


Convertibility of Assets 
Mr. Guinan: Probably 90 per cent. 
trust companies of the 


of the 
United States depend 
more upon their banking privileges than they 
do upon their trust powers. In groups, in con- 
ventions, in State, and otherwise, | have en- 
deavored to ascertain the proportion of trust 
companies that rely simply upon their fiduciary 
powers, and those that rely on the banking. I 
find that with the exception of cities of the first 
‘lass, that trust companies do depend upon their 
yanking functions, rather than upon the fidu- 
ciary power. In our immediate neighborhood 
of Pennsylvania, in cities of 30,000 and 40,000, 


( 
} 
t 


trust companies are authorized not for the fidu- 
ciary powers, but rather for the functions of 
banking. The problem I think should come up 
among our trust companies here as to our bank- 
ing functions, and as to those conditions, that 
we think alteration should be made to make the 
Federal system more attractive to us. 
[ have heard the report of the Committee on 
Federal Law and I have heard that 
they have nothing more to add. Probably that 
Committee on Federal Reserve Law has failed 
to recognize that 92 or 94 per cent. of the trust 
companies of the United States are not really 
trust companies, but really banks. My view- 
point is the convertibility of into cur- 
rency, or to credit, depending upon some mode 
by which this system can virtually guarantee the 
deposits of every member bank in the system, 
and will improvise a convertibility of assets, 
which insures and guarantees the deposit of 
every depositor in that system. I heartily agree 
with the spirit of the resolution in the line of 
adding to the number of assets that might be 
converted. As the law stands it limits us sim- 
ply to a certain class of paper. The essential 
thing from the viewpoint of National bank, 


Reserve 


T 
Reserve 


assets 
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Announcing the Consolidation of 


Peoples Savings Bank (Pittsburgh, Pa.) 


FOUNDED 1866 
AND 


The Safe Deposit and Trust Co. of Pittsburgh 
FOUNDED 7 
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State banker, or even a trust company in cities 
of less than thirty thousand, is to enlarge that 
field so that State banks, National banks, and 
trust companies, can convert their assets into 
emergency currency, should the emergency arise 
in their locality. 
President Blair: Is 
cussion 


further dis 
If not those in favor will say Aye 
The motion is carried. 

Mr. J. W. Platten: May I be pardoned for 
rising I think that the time is oppor- 
tune for the Section to recognize and consider 
and pass appropriate preamble and resolution 
addressed to the Secretary of the Treasury, in 
respect of the support that this Section and the 
trust companies of the country will render in 
reference to the next Loan, such as we did 
prior to the loan of 1917. 

Ex-President McCarter: I felt it was only 
proper to suggest to Mr. Platten that the entire 
new Liberty Loan will be launched by the Fed- 
eral Reserve banks and that the co-operation of 
the American Bankers’ Association, as such, is 
not asked at this time. 


there any 


again? 


Mr. J. W. Platten: I withdraw the sugges- 
It was only an act on our part to demon- 
strate to the powers that be that we trust com- 
panies were ready to do our part. 


tion. 





Uniform Laws in Executing Wills 


Mr. George C. Gregory, American Trust 


Company, Richmond, Va.: It does seem that 


there is one matter that should be taken up, 
either by the appointment of a special com- 
mittee—the Legislative Committee. There is in 


existence a commission known as the Commis- 
sion on Uniform State Laws, composed of men 
from each State of the Union, appointed annu- 
ally by the Governors of the States, that meets 
annually with the Bar Association. 
The American Bar Association has a committee 
known as the Uniform State 
Laws, and together they have been operated for 
many years successfully 
last few years 


American 
Committee on 


They have during the 
gotten nine of the States, for 
instance, to pass laws recognizing wills executed 
according to the laws of the State where the 
man resided at the time of his death. 

You all know that if a man executes a will 
in the State of New Jersey, if he owns land in 
the State of New York or Massachusetts, his 
will must be executed according to the laws of 
Massachusetts and New York also if he wishes 
the land in those States to pass under that will. 
If it is not, the land will pass by descent and 
not by will. It does seem that a Committee on 
Uniform Laws of this Association, co-operating 
with the Commission appointed by the Govern- 
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FOR YOUR CORRESPONDENT 


You select a CITY offering Par collection service and a 


bank offering ample security, prompt service and favor- 


able terms. 


PHILADELPHIA 


is such a city and THE FIRST NATIONAL BANK, 
which is the first bank chartered under the National Bank 


Act, is such a bank. 


OFFICERS 
WILLIAM A. LAW, President 


KENTON WARNE, Vice-President 
FREAS B. SNYDER. Vice-President 
HARRY J. HAAS, Vice-President 


THOMAS W. ANDREW, Cashier 
CHARLES H. JAMES, Assistant Cashier 
CARL H. CHAFFEE, Assistant Cashier 


The First National Bank 


OF PHILADELPHIA 
315 Chestnut St. 


Total Resources 


ors, the other Committee, would redound to the 
benefit of this Section. 

Now, in the last meeting of the 
tion Committee, they passed a resolution rec- 
ommending to the Legislature of the various 
States, that they pass laws requiring any pro- 
bated wills in the State where the land is, that 
they go through the same procedure of notice 
and approval of wills that 
through, where they have originally probated 
the will. They require that even the State in 
which the will was originally probated, did not 
require notice. If a will were probated in the 
State of New Jersey according to the law, and 
was executed and attested according to the laws 
of New Jersey, that they should receive full 
faith and credit throughout the United States. 
It is not convenient for the president and secre- 
tary of a New Jersey corporation to have to go 
to California to prove a will, or to qualify on 
an estate. We had a case in Alabama, where a 
vice-president and secretary of the company had 
to go in person twelve years after the man died, 
to reprove the will in the State of Virginia. 
Now, that is exceedingly inconvenient. Indeed, 
there are a great many matters with reference 
to the attesting clauses of wills and probate, 
that may be specially investigated by a sub- 
committee. 


Bar Associa- 


they have to go 


$42,000,000 


move the 


Mr. John H. Mason: | 


be referred to the incoming 


matter 
Executive Com- 


mittee. 
Motion seconded and carried. 


discussion? 


President Blair: Is there any 


I might say, that if my memory serves me 
right, the General Convention of the American 
Bankers’ Association, thought in its wisdom a 
year or two ago that it would not do for any 
Section to appear before, or have a committee 
State Legislature, or in the 
interests of any special legislation. That was 
put through when there was only one member 


I think of the Trust Company Section present 


appear before any 


at the meeting and nobody was given a chance 
It was put through in much the 
same manner as the election of officers was to- 
day for the first time. However, I think that 
we can do some good by bringing the matter to 


to vote on it. 


the State Legislative Committee of the Ameri- 
can Bankers’ Association. 


Mr. Mason: 


President Blair: 
thing to offer, the meeting will stand adjourned. 


I move we adjourn. 


If no one else has any- 


(Adjourned, sine die.) 
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EQUITABLE SERVICE 


ANKING institutions find it advan- 
tageous to maintain balances with 

this Company on account of the superior 
service which it is prepared to render 
through its several well-equipped depart- 
ments. 
We offer special terms for country collec- 
tions and allow a rate of interest on daily 
balances consistent with sound banking 
principles. 
We invite correspondence with those who 
require the service of a New York trust 
company. 


TOTAL RESOURCES, 
$231,467,000 


THE EQUITABLE 


TRUST COMPANY 
OF NEW YORK 


MAIN OfFice, 37 WALL STREET 


NEW YORK BRANCHES: 222 BROADWAY; 618 FIFTH AVENUE 
FOREIGN BRANCHES: 
LONDON, 95 GRESHAM ST., E.C.; PARIS, 23 RUE DE LA PAIX 
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THE 


American Bankers’ Association 


HELD AT ATLANTIC CITY, SEPTEMBER 24 TO 29, 1917 


FORTY-THIRD ANNUAL CONVENTION 
OF 


Officers Elected for ensuing year: 

President: Charles Arthur Hinsch, Presi- 
dent Fifth-Third National Bank of Cincinnati, 
Ohio. 

Vice-President: Robert Foster Maddox, 
President Atlanta National Bank of Atlanta, 
Georgia. 

Treasurer: James D. 

Hoge, President Un- 
ion Savings & Trust 
Company, Seattle, 
Wash. 

General Secretary: 
Fred E. Farnsworth 
(re-elected). 

Next Convention 
City: Chicago. 

Atlantic City — the 
playground of the 
world — perhaps never 
before entertained such 
a gathering as that 
which answered to the 
call for the forty-third 
annual convention of 
the American Bankers’ 
Association. It was a 
body of resolute, earn- 
est-minded men who 
came there, not to 
play, but with a single, 
united and solemn pur- 
pose. Refreshing ocean 
breezes, the bright sun- 
shine which ordinarily 
gladdens every heart 
and numerous oppor- 
tunities for diversion, 

did not rob the occasion of its solemnity. Many 
a delegate, seated in the convention hall and 
listening to inspiring addresses, turned his eyes 
to the broad, calm bosom of the Atlantic and in 
fancy he saw in the far-off lands of the Old 
World, millions of his fellow men locked in 
cruel, bloody warfare, heard the wail of out- 


Cuarces A. Hinscu 
President Fifth-Third National Bank, Cincinnati 
who was elected President of the A. B. A. at the 
Atlantic City Convention 


raged, suffering humanity. 
upon our brave 
and business 


He realized that 
soldiers, upon our bankers 
men there rested the grim 
vanquishing the world-menace 
and of hastening inviolable peace. 


task of finally 


The convention was well-timed. It met on 
the eve of the second big Liberty Loan cam- 
paign, the success of 
which depends so 
largely upon the wis- 
dom, and energetic ef- 
forts of the bankers. 
It was the first oppor- 
tunity, since this Gov- 
ernment took up arms 
against the Prussian 
menace, that the bank- 
ers of this country had 
to meet face to face, to 
learn from each other 
as to their experiences 
in connection with the 
first Liberty Loan 
operation, and to coun- 
sel with each other as 
to future responsibili- 
ties. While the regu- 
lar constructive work 
of the American Bank- 
ers’ Association and 
questions of banking 
procedure were not 
neglected, the one all- 
absorbing topic cen- 
tered on the financing 
of the war, the adjust- 
ments and the prob- 
lems which weigh es- 
pecially upon banks and trust companies, 
whether located in the great financial centers or 
in the remote hamlet. 

The forty-third convention was in truth 
in all its aspects and bearings a “war coun- 
cil” of the men who handle the banking, the 
liquid wealth, the credits and savings of the 
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nation. They did not try to conceal from 
themselves that the bankers constitute the 
first line of economic and financial defense 
and that, without the intelligent, patriotic 
mobilization of our banking and credit re- 
sources the cause of world peace and jus- 
tice, which is now our would be im- 
periled. Those facts were impressed upon 
them in language both eloquent and forceful 
by distinguished speakers; by the 
of the Treasury, who directs the financial 
machinery of war; by Lord Northcliffe, the 


own, 


Secretary 


eminent Englishman who has no illusions 
as to the ordeal ahead for the Allies with 
whom we fight; by Governor Benjamin 


Strong, Jr., of the Federal Reserve Board 
Bank of New York, who knows from ex 
perience, the delicate, complex problems of 
credit and banking which are involved in the 
flotation of gigantic war loans; by the Rev. Dr. 
Hillis, the gifted divine who has just come 
from the trenches in France and Flanders. 
They were told of the sacrifices, the firm, 
unselfish purposes which should inspire the 
bankers from the lips of one of their great- 
est spokesmen, Mr- George M. Reynolds. 
They responded with shouts and tense feel- 
ing to the impassioned appeal of Dr. But- 
ler to put down sedition and traitors within 
our own confines. 

Quite a number of the three thousand odd 
delegates had participated in the “War Con- 
vention” of American Business Men held at 
Atlantic City the week previous. At that 
conclave the problems of industrial and eco- 
nomic mobilization for the conduct of 
war, together with the questions of 
fixing, taxation, conservation of food, etc., 
were debated. At the convention of the 
bankers the interest centered largely in the 
conduct of credit and banking operations 
which are involved in raising war funds. 
Among the real tangible results accomplished 
was the impulse given to membership in the 
Federal Reserve system on the part of State 
banks and trust companies, a more clearly 
defined intention to utilize the facilities pro- 
vided by the new Federal banking machinery 
and general agreement as to methods to be 
observed by banks and trust companies in 
placing Liberty Loan subscriptions. 


the 
price- 


First Session 


Peter W. Goebel again demon- 
strated his exceptional qualities as a parliamen- 
tarian and chairman. After responding to ad- 
dresses of welcome by Governor Walter E. 
Edge of New Jersey and by the Mayor of 
Atlantic City, he reviewed the activities of the 
Association during the past year in his annual 
address. The first speaker on the program was 


President 
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Peter W. GoeBeE! 


President Commercial National Bank of Kansas 
City, Kansas, retiring President who presided at the 
A. B. A. Cor 


vention. 


Governor Benjamin Strong, Jr., of the Federal 


Reserve Bank of New York 

Governor Strong described the functions 
of the Federal Reserve banking system and 
the special facilities set in motion to expedite 
the handling of the first Liberty Loan. He 
dwelt especially upon the _ responsibilities 
which developed upon New York as the 


money center of the country and the opera- 
tion of the Federal Reserve Bank of that dis 
trict in assisting bankers to subscribe for and 
handle war bonds for their customers. The 
work of the New York Federal Reserve Bank 


may be best understood when it is stated 
that within a few months the clerical force 
of that institution was increased from 100 


to 600 people. Governor Strong also made 
clear the successive steps by means of which 
the Federal Reserve banks aid in the financing 
of war loans and the preparations made to 
make the second Liberty Loan a success. 


Unfounded Fears as to Bank Deposit Losses 


Speaking of the effect of war loan subscrip- 
tions on banking resources Governor Strong 
said in part: 

“It appears as though the ultimate effect 
of subscriptions to government loans, the 
withdrawal of their proceeds to New York 
and their disbursement in New York by the 
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government, has resulted in a permanent 
loss of deposits and consequently of reserves 
by the banks of the interior. The fears many 
bankers have expressed to me on this score 
would in some sections appear superficially 
to be well grounded, but the effect will not 
be permanent. If it were so, that section 
of the country which suffered a permanent 
loss of deposits would suffer permanently a 
corresponding contraction of savings real- 
ized from its productive capacity whether it 
was in manufactured goods, foodstuffs, the 
products of mines or of forests, or what not. 
This credit fund being expended by the Gov- 
ernment, with the exception of the pay of 
soldiers abroad and of negligible purchases 
abroad, is being expended in this country in 
the purchase of materials of great variety, 
and the amounts loaned to our allies are al- 
most entirely being spent here as well. It 
means that in all sections of the country 
these credits must inevitably move back to 
their points of origin, directly or indirectly 
through Government purchases.” 


“Business in War Times”—Geo. M. Reynolds 


George M. Reynolds, president of the Con- 
tinental and Commercial National Bank of 
Chicago, as usual, commanded the close at- 
tention of the delegates, 
the convention on the 


when he 
conduct of business 
1d banking under the stress of war condi 
ions. He made it clear to his hearers that 
the banker is doing his full share of patri- 
otic work and that if every class of citizen- 
ship and branch of business is embued with 
the same spirit there will be no “slackers” 
at home. Mr. Reynolds recalled the valuable 
services of the bankers in stemming panic 
at the beginning of the European war, pro- 
tecting their customers when e€x- 
closed and values were uncertain. 
He recited the co-operation which produced 
a one hundred million dollar fund to meet 
pressing obligations abroad and maintain ex- 
change relations. He credited bankers with 
saving the cotton situation by making ad- 
vances and assuring ample funds, although 
it was not necessary to use any of the hun- 
dred million fund which bankers pledged 
for that purpose. 


addressed 


stock 
changes 


Mr. Reynolds was among the first bankers 
in the country to urge employment of redis- 
counting facilities offered by the Federal Re- 
serve Banks. His remarks on that subject 
were followed with special interest. 
in part: 


He said 


“T believe that bankers have hampered their 
activities and retarded their growth and de- 


velopment, and impaired the efficiency of 


business in their respective communities, be- 
cause they were afraid to show a rediscount. 

“We have got to get that out of our sys- 
tem if we are going to meet this condition 
with which we are confronted. Let me tell 
you the best thing about the Federal Re- 
serve Bank even if you are not satisfied with 
it, it is to borrow money from it and uphold 
your own business in your own community 
by so doing. I propose to rediscount when- 
ever it is to the interest of my institution to, 
do so, and whenever the necessities of my 
customers require it, provided | 
the officers of the Federal 
believe the security is satisfactory.” 


induce 


Bank to 


can 


Reserve 


Second Session 


The first order of business at the afternoon 


session was the adoption of 
ments to the 
ment to add the 
ciation to the 


a series of amend- 


The 


Vice-President of the 


amend- 
\sso- 


\dministrative Committee 


constitution. 


was adopted. The amendment providing for 
the appointment of honorary vice-presidents 
in foreign countries and especially in North, 
Central and South 


proved. The third 


\merica was likewise ap- 


amendment, which was 


Georce M. REYNOLDs 


President Continental and Commercial 


Bank, Chicago, 


National 
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also adopted, authorizes the 
Federal 
of the Federal Legislative Committee, com- 
posed of one representative of the Executive 


creation of a 
Legislative Council as an adjunct 


Council from each State, thus providing a 
thoroughly representative body to help de- 
termine legislative questions and policy com- 
ing before the Association. The next business 
of the convention was the presentation of re- 
ports by the chairman of the various sections, 
including the Trust Company Section, Savings 
Bank Section, State Secretaries Section and the 
American Institute of Banking 


Lord Northcliffe Addresses the Convention 


President Goebel then introduced as _ th« 
next speaker Lord Northcliffe, proprietor of 
the London Times and chairman of the Brit- 
ish War Mission to the United States. The 
convention hall was filled to capacity to hear 
this distinguished Englishman whose _ influ- 
ence has been so potent in the shaping of 
British war policies at home and on the field 
He spoke of the far-flung military and naval 
operations by Great Britain and the 
part which that nation has assumed in 
the conduct of the war and in behalf of its 
allies. He called attention to the fact that 
every cent of loans made by this country to 


A 


finan- 
cial 


Great Britain and our allies is spent in fac 
tories, in purchase of food supplies and in- 
creased wages on this side. He warned his 
hearers that business as usual is a misleading 
slogan and described the drastic processes of 
economy, of saving and dedication of all ac- 
tivities to war production in England. 


Dr. Nicholas Murray Butler Hits at Sedition 


The succeeding speaker, Dr. Nicholas Murray 
Butler, thrilled the delegates and brought them 
to their feet with cries of approval when he 
called upon the Senators of New Jersey and of 
New York to lead in demanding the expulsion 
of United States Senator La Follette from the 
Senate because of his seditious utterings and as 
a traitor to the cause for which this nation is 
yielding up the lives of its young men and will- 
ingly spending billions of dollars. 

Following the eloquent address by Dr. Butler 
the Convention again composed itself for busi- 
ness. A resolution was introduced and passed 
commending the high-spirited action by Mr. 
Frank A. Vanderlip, president of the City Na- 
tional Bank in devoting all his time to the Gov- 
ernment to take charge of the campaign for 
placing War Savings Certificates authorized by 


Congress. The delegates then listened to the 
reports from chairmen of various Sections, 
standing and special committees. Following 
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the presentation of the report of the State 
Bank Section Vice-President Hinsch submitted 
a resolution, which was approved, calling for 
the appointment of a Committee of not less 
than five, to be known as the Federal Reserve 
Membership Campaign Committee, whose func- 
tion shall be to stimulate membership in the 
Federal Reserve system among non-member 
banks and trust companies. The next business 
was the presentation of the Currency, Commis- 


sion, Insurance Committee and Executive Coun- 
cil reports. 
The Chair announced the appointment of a 


Committee on Trade Acceptances which is to 


work with similar committees of the National 
Credit Men’s Association and the National 
Chamber of Commerc Messrs. Freeman of 
New York; Woodruff of Illinois and Joseph 


Wayne, Jr., president of the Girard National 
Bank of Philadelphia were appointed members 
of this Committee which is to encourage the 
broader employment of acceptance paper by 
banks throughout the country. 

A number of recommendations, embodied in 
the report of the Executive Council, were next 
approved by the Convention. 


Proceedings of the Second Day 


Unlike most previous conventions the sessions 
at Atlantic City promptly began at the time 
specified. A fairly large gathering greeted 
President Goebel when he called the conven- 
tion to order on the second day, September 28th. 
The first business was the report of the Com- 
mittee on Federal Legislation submitted by the 
chairman, H. H. McKee. The activities cov- 
ered a broad field and although numerous bills 
affecting banking interests and either submitted 
or approved by the Committee, were lost in the 
press of war business before Congress, much 
good work was accomplished. 

The next feature on the program was the 
address by Assistant Secretary Carl Vrooman 
of the Department of Agriculture who dwelt 
upon the important influence of food conserva- 
tion. The important results obtained by the 
“banker-farmer movement” were more fully de- 
scribed in the report presented by Joseph 
Hirsch as chairman of the Agricultural Com- 
mission. 

General Secretary Farnsworth was next called 
upon by President Goebel to say something 
about the progress of the American Bankers’ 
Association. Mr. Farnsworth briefly sketched 
the growth in membership, development of ex- 
ecutive, department and Section activities dur- 
ing the ten years that he has held the office of 
General Secretary. Total membership of the 
Association, said Mr. Farnsworth, reaches 17,- 
431 with receipts for dues during the last fiscal 
year amounting to $179,675. 
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Secretary McAdoo on Financing the War 

Secretary of the Treasury McAdoo’s appear- 
ance on the stage, escorted by a committee of 
distinguished bankers, was the occasion for a 
demonstration on the part of the delegates. Be- 
fore beginning his address the Secretary of the 
Treasury paid a tribute to the loyalty and stal- 
wart patriotism of President Goebel as one of 
the “adopted citizens” of this country. He also 
expressed appreciation for the splendid co- 
operation and loyalty shown by the American 
bankers during the past year. 


(NoteE:—The substance of Secretary Mc- 
Adoo’s address appears elsewhere in this issue 
of Trust CoMPANIES. ) 


The final session was largely taken up with 
the business of reappointing special commit- 
tees, adoption of resolution and election of 
officers. The features of the closing session was 
an address by the Rev. Dr. Hillis of Brooklyn, 
who but recently returned from a visit to the 
fighting lines in France and Flanders. 


Eleventh Annual Meeting of Clearing House 
Section 


An unusually interesting program was of- 
fered for the delegates attending the annual 
meeting of the Clearing House Section. W. 
D. Vincent, vice-president of the Old Na- 
tional Bank of Spokane occupied the chair 
as president. In his response to addresses of 
welcome, Mr. R. F. McNally, vice-president 
of the Mississippi Valley Trust Company of 
St. Louis and a member of the Executive 
Committee, admirably set forth the important 
influence upon banking development and 
practice through the clearing house organ- 
izations of the country: Material progress 
was shown in the establishment of the Uni- 
versal Numerical system and in the exten- 
sion of clearing house functions. 


At the afternoon session Mr. James B. 
Forgan, chairman of the First National Bank 
of Chicago, delivered an able address on 
the subject of clearing house examination 
and supervision for cities, groups and towns, 
offering valuable suggestions for the fur- 
ther usefulness of such facilities. George 
Woodruff, president of the First National 
3ank of Joliet, Illinois, delivered an instruc- 
tive and carefully prepared address on 
“Analysis of the Progress of a Bank,” in- 
cluding an interesting printed chart. The 
plan of a “credit interchange bureau” was de- 
scribed in an address by H. A. Whiting of 
the Boston Association of Credit Men, which 
concluded the proceedings of this Section. 


Red Bank, 
New Jersey 


IS A TOWN OF MERIT ON THE BEAUTIFUL 

SHREWSBURY RIVER. IT IS THE PERMA- 

NENT HOME OF SOME OF AMERICA’S 
MOST PROMINENT MEN 


The Red Bank 
Trust 
Company 


MONMOUTH COUNTY’S FOREMOST FINAN- 

CIAL INSTITUTION INVITES YOU TO VISIT 

THIS PROSPEROUS AND ENTERPRISING 
SECTION 





Advertising Banking Service 


In an excellent address on “Education 
Through Advertising,” at the recent Nebraska 
3ankers’ Association convention, Mr. Guy W. 
Cooke, advertising manager of the First Na- 
tional Bank of Chicago said in part: 


“In reality a bank differs but little, in so far 
as advertising is concerned, from other busi- 
ness organizations which find publicity profit- 
able. Each must advertise that which it has to 
sell. Obviously the bank’s point of contact 
with the public lies in its service—the facilities 
that it offers to further the business of the 
community in which it exists. It is equally ob- 
vious the thing which a bank can advertise, and 
does, if it advertises at all, is service, for a 
bank doing a commercial business has service 
alone to offer. 


“So first, as bankers, let us advertise service; 
not merely the word, but definite, concrete facts 
briefly expressed, easily understood. Men are 
willing to, and do, pay more for service than 
for goods, but the service must be adequate. 
It is comparatively easy to present the service 
of a bank in an attractive way through a series 
of advertisements. Every banker knows what 
his bank has to offer, but too frequently takes it 
for granted that the public has the same infor- 
mation.” 
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EXERCISE OF TRUST POWERS BY NATIONAL BANKS 


INTERPRETATION OF RECENT U.S. SUPREME COURT DECISION 


UPHOLDING CONSTITUTIONALITY OF SECTION 11 (K) 
OF FEDERAL RESERVE ACT 


THOMAS B. PATON 
General Counsel, American Bankers’ Association 





(Epitror’s Note: 


Readers of Trust CoMPANtEs will recall that the United States Supreme 


Court, in its recent decision confirming the constitutionality of the Federal Reserve Act provi- 
sion which confers trust powers upon National banks, held also that while the authority to per- 
mit or prohibit exercise of such functions by corporations rests with the States, no discrimina- 
tion can be made as between National banks and trust companies which also possess banking pow- 
ers. Mr. Paton, in his following analysis of the Supreme Court decision, presented at the last an- 


nual meeting of the National Bank Section of the American Bankers’ 


Association, endeavors to 


clear up certain doubts as to exercise of trust powers by National banks in different States.) 


On June 11th of this year the Supreme Court 
of the United States confirmed the constitution- 
ality of Section 11 (k) of the Federal Reserve 
Act which empowers the Federal Reserve 
Board to grant by special permit to National 
banks applying therefore, when not in contra- 
vention of State or local law, the right to act 
as trustee, executor, administrator, or registrar 
of stocks and bonds, under such rules and 
regulations as the said board may prescribe. 
Therefore the main question arising under this 
section is no longer open for discussion. It is 
a settled proposition. But there remains the 
further question which is the subject of more 
or less discussion, and more or less doubt at 
the present time, whether the grantee of trust 
powers in any given case is in contravention of 
State or local law. What does that mean? 

The Federal Reserve Board, prior to the 
decision of the Supreme Court announced the 
policy some two years ago to authorize National 
banks otherwise qualified to exercise trust pow- 
ers unless there was an express provision of 
the State law either first directly or second, by 
necessary implication prohibiting National banks 
from exercising trust powers; but fortunately 
the Supreme Court of the United States in its 
extended opinion has cleared up this question, 
so that there would seem to be very little doubt 
to remain. The Supreme Court has in plain 
language announced what was the legislative 
policy underlying the enactment of this Section, 
and has said plainly the particular functions 
enumerated in the statute were conferred upon 
National banks because of the fact that they 
were enjoyed as the result of such legislation 
by State corporations, rivals in a greater or less 
degree, of National banks. In other words, the 


plain purpose of enacting this provision was to 
enable National banks in any State not to be 
at a disadvantage with State institutions exer- 
cising trust powers where those State institu- 
tions also exercised banking powers, and it put 
the National banks on a par with State institu- 
tions in this respect. That was the underlying 
purpose. 
Effect of Supreme Court Decision 

Defining the meaning, the particular meaning 
of the phrase “when not in contravention of 
State or local law,” the United States Supreme 
Court has said that it means first where the 
right to perform trust functions is expressly 
given by the State law, that is, by State statute; 
and secondly, or what is equivalent, where the 
right is deducible from State law because State 
law has given the functions to State banks or 
corporations whose business in a greater or less 
degree rivals that of National banks, thus en- 
gendering from the State law itself an implica- 
tion in Congress to do as to National banks that 
which the State law has done as to other cor- 
porations. In other words the Supreme Court 
of the United States plainly says that wherever 
in any State banking functions are conferred by 
a legislature upon trust corporations, that con- 
ference of banking functions is in itself an im- 
plied recognition of the authority of Congress 
to authorize National banks to perform the 
same functions. 

In most of the States I may say that in over 
40 of the States at the present time, National 
banks have been granted by the Federal Reserve 
3oard full authority to exercise the function 
of trustee, executor, administrator and regis- 
trar of stocks and bonds, but in a few States a 
question of doubt still remains. One of those 
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States is the State of Illinois. The Supreme 
Court of Illinois, in the case which came before 
that tribunal to test the constitutionality of the 
Act granting trust powers, held two things: 
First, that the act was unconstitutional, and sec- 
ondly, that it was in contravention of the State 
law, because the State law conferred or rather 
imposed upon the State officials the duty of 
visiting and of examining in those exercising 
trust powers, and also the State law had various 
regulatory provisions which could not be en- 
forced against National banks. Of course the 
decision as to constitutionality was reversed, 
but the decision still seemed to exist that the 
exercise of trust functions by National banks 
was contrary to the law of Illinois. 


Opinion by Attorney-General of Illinois 


Since the decision of the Supreme Court 1 
have been informed that several prominent at- 
torneys in Chicago, and I believe the counsel 
of the Federal bank in Chicago, have all given 
opinion to the effect that the exercise of trust 
powers of National banks in Illinois would be 
contrary to the State law. But it should be 
noted that the Attorney-General of Illinois has 
very recently rendered an opinion to the Audi- 
tor of Public Accounts directly to the contrary. 
I am indebted to Mr. Russell, the Auditor of 
Public Accounts of the State of Illinois for a 
copy of that opinion which I received from him 
while here, and I would like to call your atten- 
tion to a portion of that opinion. The Auditor 
of Public Accounts called upon the Attorney- 
General for an opinion upon the question as to 
what jurisdiction he had over National banks, 
desiring to or doing a trust business in Illinois 
under Section 11 (k) of the Federal Reserve 
Act. The Attorney-General, after quoting the 
language of the Act, and quoting from the opin- 
ion of the Supreme Court, says, in part, with 
reference to the opinion of the Supreme Court 
of the United States: 

“So from the language of the Supreme Court 
of the United States in the opinion under dis- 
cussion, it occurs to me that the Auditor of 
Public Accounts has jurisdiction over National 
banks endeavoring to do a trust business, to the 
same extent that he has jurisdiction over State 
banks doing a trust business and foreign cor- 
porations which are permitted to do a trust 
business in Illinois, so long as the authority 
exercised by the Auditor of Public Accounts is 
in harmony, and a concordant exercise to the 
end that the State and National banks may 
work in harmony under the authority given by 
the State Banking Law and under the authority 
given in Section 11 (k) supra. It is left to you 
and the Federal authorities to determine the 
nature and extent of the rules and regulations 
you are to adopt in giving force and effect to 
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the operation of the above Act. I am informed 
that the Federal authorities have formulated 
the rules and regulations for the above pur- 
pose.” 


When Not in Contravention of State Law 


Notwithstanding therefore that the decision 
of the Supreme Court in Illinois, with the exer- 
cise of trust functions by National banks would 
be in contravention of State law, because the 
National banks would not be subject to the visi- 
tatory and regulatory control of the State, the 
Attorney-General of Illinois reads from the 
opinion of the Supreme Court of the United 
States that there is no such contravention, and 
that such reasonable regulations of examina- 
tion of National banks or of requiring them to 
account or to report and so on, can be exercised 
by the State authorities over the National 
banks subject to harmonious rules provided to 
cover the situation by the Federal Reserve 
Board. It would seem therefore that in nearly 
every State of the Union at the present day 
National banks are eligible to exercise trust 
functions in the respective States, and so far 
as the State laws may seem fo be in contraven- 
tion, that is to say, so far as they might appar- 
ently impose obligations or duties upon a Na- 
tional bank which alone they could not confer, 
those provisions are harmonized or will be har- 
monized, so the Supreme Court says, by regu- 
lations to be adopted by the Federal Reserve 
Board, so that the rules of the Federal Reserve 
Board and the State laws will make a harmon- 
ized whole and there will be no contravention. 
Status of National Banks in New York State 

One further question comes up. There are 
one or two States, New York for example, 
where the law expressly prohibits the exercise 
of trust functions other than by corporations 
created by the law of the State. It would seem 
clear after a careful study of this decision of 
the Supreme Court of the United States that 
such State laws would not hold. Just consider 
first, that the Supreme Court of the United 
States says that the particular functions, these 
trust functions, were given to National banks 
because of the fact that they were enjoyed as a 
result of State legislation by State corporations, 
rivals in a greater or less degree of National 
banks. Secondly, that the Supreme Court of 
the United States says that the right to exercise 
such trust functions by a National bank is de- 
ducible from State law, because the State law 
has given the functions to State banks or cor- 
porations whose business in a greater or less 
degree rivals that of National banks, thus en- 
gendering from the State law itself an implica- 
tion of authority in Congress to do as to Na- 
tional banks that which the State law has done 
as to other corporations. 
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Capable service in every banking 


detail is assured the customers of 


this Institution. 


The Mechanics and Metals National Bank 


of the City of New York 


ESTABLISHED 1810 


Total Deposits (September 11, 1917)..... $187,000,000 


And thirdly, the Supreme Court further says, 
and this is particularly applicable to state pro- 
legislation, “The State may not by 
legislation create a condition as to a particular 
business which would bring about actual or 
potential competition with the business of Na- 
tional banks and at the same time deny the 
power of Congress to meet such created con- 
dition by legislation appropriate to avoid the 
injury which otherwise would be suffered by 
the National agency.” 

In other words, to sum up, this decision of 
the Supreme Court of the United States, which 
amplifies and reads a meaning into Section 11 
(k), National banks are eligible to exercise 
trust functions in any State where trust com- 
panies exercise banking functions, and any 
State legislation prohibitory of that will not 
hold because against the Act of Congress. That 
being so this right would seem to be almost 
universal throughout the country at the present 
day, save only that it would seem in addition to 
the general regulations issued by the Federal 
Reserve Board, that each State would require 
particular special regulations by the Federal Re- 
serve Board to harmonize the functions of the 
National bank with the particular State require- 
ments. 

Now to conclude, there have been down to 
date, according to my records, ten States which 


hibitory 





have expressly enacted legislation authorizing 
National banks to exercise trust powers in the 
State. Those States are Colorado, Indiana, 
lowa, Ohio, South Dakota, Vermont, Virginia, 
Delaware, New Hampshire and Washington. 
In three of those States there have been quali- 
fications connected with the legislation. In 
Ohio for example the powers given to act as 
trustee and registrar only, and does not extend 
to executor and administrator, and then only 
where the capital is $100,000. Presumably Na- 
tional banks could not be empowered to act in 
Ohio contrary to those laws unless State cor- 
porations were given privileges discriminatory 
against National banks in New Hampshire, and 
this legislation was enacted the present year. 
The State legislation empowering National 
banks to exercise trust powers requires the 
National bank to first file and consent to exam- 
ination of this trust department by the bank 
commissioners and acknowledge itself amen- 
able to the jurisdiction of the Probate Court. 

In the State of minimum 
capitalization to exercise these powers is fixed 
by the Legislature at $50,000 and the bank must 
first file a certificate with the State Bank Ex- 
aminer agreeing to conform to all the regula- 
tions and restrictions of the trust company and 
relating to the trust business, 


Washington the 
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The 
American Exchange National Bank 


128 Broadway, New York City 
HEN the Federal Reserve Act became a Law 


with the financial requirements of the mercantile interests of 
this country enabled us to decide at once that Acceptances would 


be largely used in financing future business 


. our close touch 


transactions. 


Our experience convinces us that Acceptance Credits and Trade 
I I 


Acceptances are being used to advantage. 


Business men will find 


it highly profitable to familiarize themselves with this important 


phase of Banking. 


The possibility of financial strain incident to the war can be greatly 
reduced through the use of . Acceptances —the most liquid ioe of 


commercial paper. 


We are operating a departme nt devoted exclu- 


sively to dealing in and developing their use. 


We have issued two pamphlets—* Acceptances” —“Financing Do- 


mestic and Foreign Trade.” 
way. 


Practical subjects treated in a practical 
Copies can be had on application. 





ENTER: THE AMERICAN TRADE ACCEPTANCE COUNCIL 


Due largely to the indefatigable and public- 
spirited efforts of Mr. Lewis E. Pierson, chair- 
man of the board of the Irving National Bank 
of New York a plan has been consummated by 
which the development of the trade acceptance 
and the substitution of such prime, liquid paper 
for the obsolete “open book account” method, 
is to be carried out through systematic, na- 
tional propaganda. At a recent meeting held in 
the offices of the Irving National Bank the 
Joint Committees on Trade Acceptances ap- 
pointed by the Chamber of Commerce of the 
United States, the American Bankers’ Associa- 
tion and the National Association of Credit 
Men, resolved themselves into a _ so-called 
American Trade Acceptance Council with Mr. 
Pierson as chairman. 

The importance and possibilities of this or- 
ganized national movement to familiarize hsi- 
ness and banking interests with the use of trade 
acceptances cannot be overestimated. This is 
true especially in view of the fact that the suc- 
cessful conduct of the war calls urgently for 
the creation of a larger volume of sound, self- 
liquidating commercial paper which will be elig- 
ible for rediscount by the Federal Reserve 
banks. The necessity for such an organization 
as that headed by Mr. Pierson, enlisting the 


most representative business, trade, banking and 
credit organizations of the country, is also ob- 
vious in view of the comparatively slow growth 
of acceptance business and the lack of familiar- 
ity on the part of merchants, business men and 
commercial interests as to the superior advan- 
tage of adopting the devices of trade and bank- 
ers’ acceptances. 

Mr. Pierson was mainly 
curing co-operative action at the recent War 
Convention of American Business at Atlantic 
City and it was also through his initiative that 
the American Bankers’ Association convention 
in the same place, several weeks ago, appointed 
a Committee on Trade Acceptances to work 
with other national bodies. The work of the 
Council will also be assisted by three sub-com- 
mitcees, namely, a central committee to direct 
the work, a committee on organization plans 
and speakers and a committee on literature and 
publicity. Associated with Chairman Pierson 
on the main committee are: R. H. Treman, 
Deputy Governor of the Federal Reserve Bank 
of New York, as vice-chairman; J. H. Tregoe, 
secretary-treasurer of the National Association 
of Credit Men, as secretary, and W. W. Orr, 
of the National Association of Credit Men, as 
assistant secretary. 


instrumental in se- 
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We Own and Offer Attractive Issues in 
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Correspondence invited 
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105 So. La Salle Street, Chicago 
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The Plainfield Trust Company 
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$625,000.00 ims $8,500,000 
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MARYLAND TRUST COMPANY 


BALTIMORE 


Capital - - - = = 


- = = $1,000,000.00 


Transacts a General Trust and Banking Business. We invite correspondence or 
interviews in regard to active or reserve accounts. 





COMPTROLLER OF THE CURRENCY URGES GROUP LIFE 
INSURANCE 


One of the strongest factors in cultivating 
greater staff efficiency, in promoting a higher 
sense of loyalty and establishing mutual good- 
will between officers and employees of banks and 
trust companies has been the adoption of so- 
called “group life insurance.” Although the 
principle is a comparatively new development 
in American life insurance it is no longer an 
experiment. Its particular adaptability to the 
employees of banks and trust companies has 
been demonstrated by the experience of banks 
and trust companies and by its growing appeal. 
In these times of national trial when the im- 
pulses of humanity are quickened and man 
regards his fellow-man in a new light of com- 
mon service the merits of the group insurance 
plan make an even more direct, practical ap- 
peal. 


A large number of banks and trust companies 
have availed themselves of the opportunity of 
securing group life insurance policies in behalf 
of their employees. There are, however, a 
great many more institutions which would be 
equally benefited in following their example, 
not alone from the standpoint of promoting 
staff efficiency and loyalty but from a broader 
consideration of conserving the human unit. 
The successful conduct of bank and trust com- 
pany business, to a larger degree than in any 
other branch of activity, depends upon the well- 
being, mental contentment and faithful service 
of employees. If the management regards them 
simply as automatons or as so many cogs in 
the wheel it cannot expect to command that 
personal interest in the welfare and progress 
of the institution itself which is so valuable 
an asset. 


The best commendation and test as to the 
value of this blanket form of insurance to 
bank and trust company employees is afforded 
by the fact that not less than five of the Fed- 
eral Reserve banks have provided this form of 
protection for their organizations by adopting 


the group plan devised by the Equitable Liie 
Assurance Society. That the method is sound 
in principle, that it is the most economical plan 
yet conceived for protecting employees and 
stimulating their best efforts while at the same 
time securing advantage to both employer and 
employee, is amply shown by the unqualified 
endorsements from leading banks and trust 
companies in the principal cities of the country 
where it has been in force. Commenting upon 
the subject in his last annual report the Comp- 
troller of the Currency at Washington said: 

“* * * This office takes the liberty of recom- 
mending to National banks that they give spe- 
cial consideration to the question of furnishing 
their clerks and other employees receiving small 
salaries, life insurance policies equal to their 
salary for one year; so that, in event of death, 
the families of the employees may at least be 
temporarily provided for. The advantages of 
such a plan are obvious and manifold, and 
proper cognizance may be taken of this slight 
extra expense in the adjustment of salaries.” 

Among the banks and trust companies which 
have introduced the Equitable “group life in- 
surance” plan in their organizations are the 
following: National Bank of Commerce of New 
York, Mercantile Trust Company of St. Louis, 
Commercial Trust Company of Philadelphia, 
Cleveland Trust Company and Guardian Sav- 
ings and Trust Company of Cleveland, Mer- 
cantile Trust & Deposit Company of Baltimore, 
American Trust Company, St. Louis, Hibernia 
Bank & Trust Company, New Orleans, Omaha 
National Bank, Mechanics Bank of Brooklyn, 
Bank of Commerce & Trust Company of 
Memphis, Tenn., and Central State Bank & 
Trust Company of Memphis 

Among the many well-known men in banking 
circles of Los Angeles who have answered to 
the roll-call of the Liberty army is Allan Her- 
rick, the advertising manager of the Guaranty 
Trust and Savings Bank of Los Angeles. 
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WHY THE GUARANTY TRUST COMPANY JOINED THE 
FEDERAL RESERVE SYSTEM 


SPECIAL OBLIGATIONS AND ADVANTAGES OF MEMBERSHIP IN WAR TIME 


CHARLES H. SABIN 
President Guaranty Trust Company of New York 





The Guaranty Trust Company of New York 
decided to join the Federal Reserve system 
after giving the matter very serious and very 
careful consideration covering many months of 
close study, keen analysis, and continuous ob- 
servation. 

The Act as first passed in December, 1913, 
contained certain provisions which in our judg- 
ment from the standpoint of State banks and 
trust companies rendered membership in the 
system undesirable. We 
felt at the time that the 
Federal Reserve Act was 
by far the best financial 
legislation that had ever 
been enacted, that it was a 
long step in the direction 
of banking and currency 
reform, but that it con- 
tained certain defects 
which time and _ experi- 
ence undoubtedly would 
remedy. It has been ex- 
ceedingly interesting to 
observe the practical op- 
eration of the law during 
the past three years, and 
it is gratifying to all who 
are interested in the per- 
manent solidity ‘of ‘the 
business structure of our 
country to note that Con- 
gress with reasonable 
promptness has made such 
vital changes in the law as 
practical experience has 
demonstrated were neces- 
sary. 

As the Federal Reserve Act stands today, 
practically every serious objection to member- 
ship, which was evident at the time the law 
was passed has been removed, and therefore it 
was with genuine satisfaction that the Guar- 
anty Trust Company of New York decided to 
apply for membership in the system. During 
the past three years there has existed an al- 
most continuous discussion among bankers of 





CHARLES H. SaBIn 
PRESIDENT GUARANTY TRUST COMPANY 


the country as to the various provisions of the 
Federal Reserve Act with special regard to 
membership or non-membership in the system. 
Hundreds and perhaps thousands of letters have 
come to us from banks and trust companies in 
all parts of the country asking our opinion of 
the law. These we have endeavored to answer 
to the best of our ability. In view of this fact, 
we are taking the liberty of presenting the 
specific reasons which influenced us to make 
application for member- 
ship in the system. 

Patriotism. — Our coun- 
try is engaged in the 
greatest war in the history 
of the world. This war 
must be won. In order to 
win it, we must conserve 
all of the physical and 
financial and moral re- 
sources of our country. 
Manifestly the finances of 
our nation must be as solid 
as a rock, adequately and 
competently conserved, 
and delicately and instantly 
responsive to every legiti- 
mate demand. In our 
judgment this absolutely 
necessary condition can 
best be made permanently 
effective by the concen- 
tration of the banking 
strength of our country in 
the Federal Reserve sys- 
tem. We believe that mem- 
bership in the Federal Re- 
serve system, especially 
at this time, is a distinct and significant evi- 
dence of practical patriotism. 

Charter Rights Retained.—With certain 
minor exceptions, we retain all of our charter 
rights as a trust company under the New York 
State Banking Law. Nothing in the Federal 
Reserve Act abridges our powers in any of 
the following revenue-producing departments: 
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3ond, Coupon, Registration, Reorganization, 
Transfer, and Trust Departments. 


Withdrawal From System.—lIf at any time 
we should desire to withdraw from the system, 
we could do so after six months’ notice, and 
on surrender of our holdings of capital stock 
in the Federal Reserve Bank of New York, 
provided that the Federal Reserve Bank of 
New York cannot, except with express author- 
ity from the Federal Reserve Board, cancel 
within the same calendar year, more than 25 
per cent. of its capital stock for the purpose of 
effecting voluntary withdrawals during that 
year. 

Acceptances.—As a member of the Federal 
Reserve Bank of New York, our acceptance 
business will experience increased profits due 
to the fact that our acceptances will receive the 
preferential rate accorded to those of member 
banks when purchased by the Federal Reserve 
bank, and consequently they will sell at better 
rates in the open market also. In this way our 
acceptance credit standing will be improved. 


Commercial Paper.—In addition to the re- 
discounting privileges in the handling of accep- 
tances, we shall have the privilege of redis- 
counting with the Federal Reserve Bank of 
New York eligible commercial paper and bills 
of exchange in an unlimited amount. Obvious- 
ly this privilege is of distinct advantage, not 
only to the company, but to its commercial cus- 
tomers and through them to the entire business 
community. 

Accounts From Member Banks.—At the 
present time, National banks and other mem- 
ber banks are limited in the matter of deposit- 
ing with us their excess reserve to 10 per cent. 
of their capital and surplus. By joining the 
system, this restriction, so far as we are con- 
cerned, is removed, and member banks and 
trust companies can keep with us as much of 
their excess reserve as they desire. 

Cash Reserves—As a member of the 
system, we are not compelled to maintain large 
excess cash reserves when anticipating strin- 
gent money conditions, or when providing for 
the financing of large transactions in which we 
expect to participate with member banks. We 
can therefore employ to greater advantage our 
excess reserves by applying them in the usual 
investment channels, thus obtaining a substan- 
tial yield. 

Interlocking Directors.—By a decision of 
Acting Attorney-General John W. Davis, ren- 
dered September 14, 1917, the Clayton Act, 
which under certain provisions prohibits inter- 
locking directorates, does not apply to our 
company, and therefore membership in the sys- 
tem does not in any way affect the personnel of 
our Board of Directors. 


Ghe 


PROVIDENT 


LIFE AND TRUST COMPANY 
OF PHILADELPHIA, PA. 


FOURTH AND CHESTNUT STREETS 





Capital - - - $2,000,000 
Surplus and 


Undivided Profits 5,810,224.29 


ASA S. WING 
PRESIDENT 


J. BARTON TOWNSEND 
JOHN Way M. ALBERT LINTON 
ViCE-PRESIDENTS 


C. WALTER BORTON 
SECRETARY 


SAMUEL H, TROTH 
TREASURER 





Capital Stock.—Our investment in the capi- 
tal stock of the Federal Reserve Bank of New 
York is practically assured of a steady income 
of 6 per cent. per annum 

Examinations.—The original Federal Re- 
serve Act provided for examinations under the 
direction of the Comptroller of the Currency. 
By amendment of June 21, 1917, examinations 
are now made under the direction of the Fed- 
eral Reserve Board, and when approved by the 
directors of the Federal Reserve bank, examina- 
tions made by the New York State Superinten- 
dent of Banks may be accepted. 

Reports of Condition.—Under the original 
Federal Reserve Act, member banks were re- 
quired to make reports to the Comptroller of the 
Currency at least five times a year. By amend- 
ment of June 21, 1917, as a member of the sys- 
tem we will now be required to make reports at 
least three times a year to the Federal Reserve 
Bank of New York on dates to be fixed by the 
Federal Reserve Board and should calls for 
statements by the State Superintendent and by 
the Federal Reserve Board fall on identical 
dates, the Federal Reserve Bank of New York 
may accept the reports made to the State Su- 
perintendent. 

Hon. W. Murray Crane, former United States 
Senator from Massachusetts, has been elected a 
director of the Guaranty Trust Co., N. Y. 








TRUST COMPANIES 385 


THE NATIONAL PARK BANK OF NEW YORK 


ORGANIZED 1856 


CAPITAL, ~ 


$5,000,000 


SURPLUS and UNDIVIDED PROFITS, $17,000,000 


DEPOSITS (SEPT. 11, 1917), - - 


$174,000,000 


PRESIDENT 


RICHARD DELAFIELD 


VICE-PRESIODENTS 


GILBERT G. THORNE 
JOHN C. VAN CLEAF 
WILLIAM O. JONES 


CASHIER 


MAURICE H. EWER 
GEORGE H. KRETZ 
SYLVESTER W. LABROT 


ERNEST V. CONNOLLY 


ASSISTANT CASHIERS 


WILLIAM A. MAIN 
FRED'K O. FOXCROFT 
J. EDWIN PROVINE 


PERCY J. 


HENRY L. SPARKS 

WILLIAM E. DOUGLAS 

BYRON P. ROBBINS 
EBBOTT 


DIRECTORS 


STUYVESANT FISH 
CHARLES SCRIBNER 
EDWARD C. HOYT 
W. ROCKHILL POTTS 
RICHARD DELAFIELD 
FRANCIS R. APPLETON 












| 
| 





| Reserve Accounts 
Collections 
| Banking and Trust Business 










In each of these matters 

we offer favorable terms 

with prompt and accurate 

service. We invite the 

Baltimore business. of 
banks, firms, corporations 
and individuals 


UNION TRUST 
COMPANY | 


Baltimore 













Officers 


Maurice H. Grape | 
Vice-President { 


John M. Dennis 


President 


Joshua S. Dew 


| Sec’y and Asst. Treas. 






Wm. O. Peirson 
Treas. and Asst. Sec’y | 











CORNELIUS VANDERBILT 
GILBERT G. THORNE 
RICHARD H. WILLIAMS 
THOMAS F. VIETOR 
JOHN G. MILBURN 
WM. VINCENT ASTOR 






JOSEPH D. OLIVER 
ROBERT P. PERKINS 
JOHN JAY PIERREPONT 
LEWIS CASS LEDYARD. JR. 
HORACE C. STEBBINS 





Citle Jusuraure ana 
Crust Company 


The Oldest Trust Company in the 
Southwest 


PAID IN CAPITAL AND SURPLUS 
$2,400,000 


TRUST ASSETS, $32,000,000.00 
(No Deposits) 


DOES A GENERAL TRUST BUSINESS 
AND 
INSURES TITLES TO REAL ESTATE 


SPRING STREET, AT FIFTH 
LOS ANGELES CALIFORNIA 
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Southern Bonds 


Southern Municipal, Drainage, School or Road District Bonds are 

absolutely first-class securities and usually yield a more attractive 

interest return than can be secured through the purchase of the 
obligations of communities nearer the big financial centers. 


Write us for descriptive circular of high-grade Southern Bonds. 


Bond Department 
Hibernia Bank @ Trust Co. 


New Orleans 


Resources over 28 Million 





Investment Bankers’ Convention 


Story of the State Trust Company 


Trust company interests will be well repre- A handsomely illustrated booklet issued by 
sented at the forthcoming annual convention the State lrust Company ot i lainfield, N a 
of the Investment Bankers’ Association in Balti- entitled “The Story of the State Trust Com- 


more. Among the noiminees for the board of pany” describes the growth and facilities a 
: that progressive institution. It began business 
September 16, 1910, with the banking field oi 
Plainfield fairly well occupied. Nevertheless 
the company has accumulated more than $1,500, 
000 deposits and last March took possession of 
its elegant new and exclusive banking home. 
The company is headed by E. F. Feickert, presi 


governors are the following trust company rep- 
resentatives: J. Sheppard Smith, Mississippi 
Valley Trust Company, St. Louis; Roy C. Os- 
good, First Trust & Savings Bank, Chicago; 
Herbert Witherspoon, Spokane & Eastern Trust 
Company, Spokane, and H. C. McEldowney, 
Union Trust Company, Pittsburgh. F. A. Yard dent, C. Van Arsdale, vice-president, G. S. Clay, 
of the Union Trust Company of Chicago has vice-president, C. B. Veghte, secretary and 
been nominated as a vice-president. treasurer. 


The Fifth-Third National Bank 


CINCINNATI, OHIO 
1863—Charter No. 20—1917. Fifty-Fourth Year. 


OUR SERVICE to Banks and Trust Companies has been developed and perfected 
through more than half a century of banking. An intimate knowledge of the require- 
ments of Banks and the personal attention from officers specially qualified enable us 
to accommodate correspondents at all times in every reasonable way. 
WE_INVITE Correspondence, or calls, from Banks and Trust Companies seeking 
additional facilities or contemplating a change in banking arrangements. 








CHARLES A. HINSCH, President 








EDWARD A. SEITER, MONTE J. GOBLE, CHARLES T. PERIN, CHARLES H. SHIELDS 
Vice-President Cashier Assistant Cashier Assistant Cashier : 

LEWIS E. VAN AUSDOL, FREDERICK J. MAYER, SAMUEL McFARLAND, EDWARD A. VOSMER, 
Assistant Cashier Assistant Cashier Assistant Cashier Assistant Cashier 





Resources Over Thirty-Nine Millions. 
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SU ) MI UII PRAVIRADRARATRANAL WEA VARA AAR AAV ARAN VARY I 


or Qhemiral National Bank 


Hl X | g of New York 


A Bank For Bankers 


‘ ‘THE unshaken solidity of this institution through every financial crisis 
since its founding in 1824 constitutes one of several reasons why it 
is the logical depository for the funds of Banks, Bankers, Corporations, 

Institutions and Estates as well as Individuals. 





Interest Paid on Balances of Banks, Time 
Deposits and Special and Reserve Accounts 


Correspondence Solicited 





H. K. TwitcHELtt, President 
Percy H. JOHNSTON, Vice-Pres. EDWARD H. Smitu, Cashier Joun B. Doon, Asst. Cashier 
FraANcIs HALPIN, Vice-Fres. James L. Parson, Asst. Cashier SAMUEL T. JONEs, Asst. Cashier 
I. B. Hopper, Vice-Pres. J. G. SCHMELZEL, Asst. Cashier H. M. Rocers, Mgr. For. Dept. 


DIRECTORS 
FREDERICK W. STEVENS CHARLES CHENEY RIpLeEY WATTS 
W. EMLEN ROOSEVELT ARTHUR ISELIN HERBERT K. TWITCHELL 
ROBERT WALTON GOELET FrRepERIC A. JUILLIARD Percy H. JOHNSTON 


WANA 


Wa WA WAI WG Vani Ws 














Trust Company First ‘‘Over the Top”’ in the 
New York Campaign 


Actuated by the belief that “if we cannot 
enlist we should either invest or get others to 
invest” Mr. Nathan S. Jonas, president of the 
Manufacturers Trust Company of~ Brooklyn, 
appeared in person at the headquarters of the 
New York Liberty Loan Committee in the 
Equitable Building on the morning of the open- 
ing of the second campaign and had the dis- 
tinction of entering the first actual bank or trust 
company subscription in this city. The amount 
which he subscribed for in behalf of the Manu- 
facturers Trust Company was $2,500,000. It is 
interesting to note, that its first Liberty Loan 
subscription of $2,250,000, was the largest, com- 
pared to capital, surplus and total deposits, of 
any institution in Brooklyn. In a letter Mr. 
Jonas says: 

“This company felt that if every banking in- 
stitution in this district, at the outset of the 
second loan, would (call it what you please) 
subscribe, pledge or underwrite a larger amount 
than their total subscriptions in the first loan, 
the desired amount for this district would not 
only be raised, but the banking institutions 
would be put upon their mettle to advertise, 


push and sell these bonds, failing in which they LIBERTY LOAN SUBSCRIPTION APPEAL WITH ATTACHED 


would retain for their own investment the por- CHECK, BEARING THE IMPRINT OF THE AMERICAN FLAG IN 
‘ 2 - CoLors, DESIGNED AND USED BY THE MANUFACTURERS 
tion remaining unsold. Trust COMPANY OF BROOKLYN 
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AN IMPORTANT BANK 


AND TRUST COMPANY MERGER IN 


PITTSBURGH 


One of the most important banking events in 
Pittsburgh was the consummation on Septem- 
ber 29th of plans which have been in progress 
for some time for the merger of the Safe De- 
posit and Trust Company of Pittsburgh, known 
as the oldest trust company in western Penn- 
sylvania, and the Peoples Savings Bank of the 
same city. The combination became effective 
on the date mentioned under the title of Peo- 
ples Savings and Trust Company of Pittsburgh. 

Both institutions have enjoyed continuous ex- 
istence for over fifty years, the Safe Deposit 
and Trust Company having the distinction of 
being the oldest trust company in Pittsburgh. 


among the leaders in their respective fields at 
the time of the consolidation, and the new in- 
stitution begins business with assets over $22, 
000,000 and trust funds of $39,000,000, together 
with the accumulated good-will and prestige oi 
half a century. In view of the consolidation, 
extensive improvements have been made in the 
banking quarters at the corner of Fourth ave- 
nue and Wood street, which are now regarded 
as being among the most handsomely appointed 
in the country. The capital and surplus of the 
new institution is $9,000,000 

Mr. A. C. the president of the 
Safe Deposit and Trust Company, will act in a 


Robinson, 





A. C. RoBINson 
President of the 
Trust Company of Pittsburgh 


Peoples Savings and 


For many years the two institutions have been 
closely affiliated, the stock of the Peoples Sav- 
ings Bank being owned entirely by the Safe 
Deposit and Trust Company with the exception 
of qualifying directors’ shares. Both institu- 
tions have long been officered and directed by 
practically the same men, and have occupied the 
same quarters. 


The merger is simply a step forward in keep- 
ing with the progressive spirit which has long 
characterized the two institutions, and is marked 
by little or no change in the personnel of the 
officers and directors. The old institutions were 


D. McK. Lioyp 
Vice President Peoples Savings and Trust 
Company of Pittsburgh 


similar capacity for the new company, while 
Mr. D. McK. Lloyd, who was president of the 
Peoples Savings Bank for over 27 years, will 
continue with the new institution as a vice- 
president. Mr. J. O. Miller, secretary and 
treasurer of the Safe Deposit and Trust Com- 
pany, will also be a vice-president of the new 
company. = 

Clarence M. Woolley, president of the Ameri- 
can Radiator Company, has been elected a trus- 
tee of the New York Trust Company of New 
York City which recently became a member of 
the Federal Reserve system 
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Legal Decisions and Discussion 


RELATING PARTICULARLY TO TRUST COMPANIES 





Edited by JOHN H. SEARS of the New York Bar 
[ LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED AND 
DISCUSSED IN THIS DEPARTMENT. CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A LEGAL NATURE, 
ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COMPANIES. SUBSCRIBERS 
ARE CORDIALLY INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE OFFERED FREE OF 


CHARGE. | 


LIABILITY OF MORTGAGE TRUSTEE 


(A trust company is not liable to a cor- 
poration for whose bond issue, it is acting 
as trustee, when it delivers certified bonds 
to a third party upon receipt of the corpora- 
tion’s treasurer.) 

Mortgage bonds of the Reynoldsville Water 
Company were executed in its behalf by its 
president and its secretary. The bonds pro- 
vided that after thus executed they should be 
certified by the Farmers & Miners’ Trust Com- 
pany and then delivered to the treasurer of the 
water company. Certain bonds were sent to the 
trust company with the treasurer’s receipt and 
with directions to send the bonds to a certain 
bank for delivery by that bank to the president 
of the water company. The trust company did 
as directed and when the president of the water 
company procured the bonds, he embezzled 
them. The water company sued the trust com- 
pany for negligence in administration of its 
trust, but the State Supreme Court holds that 
the trust company is not liable, under the cir- 
cumstances. The trust company was fully war- 
ranted upon delivery of the treasurer’s receipt 
to dispose of the bonds as directed by the com- 
pany’s president.—(Reynoldsville Water Com- 
pany vs. Farmers’ & Miners’ Trust Company, 
101 Atl. 800.) 


TRANSFER OF ESTATE FROM EXECUTORS 
TO TRUSTEES 
(After 20 years, the courts will presume 
that executors have conveyed trust prop- 
erty to trustees as directed by the will, in 
the absence of evidence to the contrary.) 

In Kidd vs. Cruse (76 So. 59), the Supreme 
Court of Alabama holds that where there v-as 
no positive proof that executors ever conveyed 
trust property to the trustees as directed by the 
will, after a lapse of 20 years it will be pre- 
sumed that they did so convey the property. 
The Court in part says: 


“In Alabama, as in most of the States, there 
is a growing disposition to fix a period beyond 
which human transactions shall not be open to 
judicial investigation, even in cases for which 
no statutory limitation has been provided. This 
period is sometimes longer, and sometimes 
shorter, dependent on the nature of the prop- 
erty and the character of the transaction. By 
common consent, 20 years has been agreed on 
as a time at the end of which many of the 
most solemn transactions will be presumed to 
be settled and closed. See 2 Story’s Eq. 1028b. 

“The best-considered case which we have 
seen on this subject is that of Den ex dem. 
Obert et al. vs. Bordine (20 N. J. Law, 394). 
It is there said (after reviewing the English 
and American cases) : 

“Courts have been very free to presume 
deeds, in the execution of trusts according to 
the duty of trustees, where it is for the sole 
benefit of the cestui que trust, where the trust 
has been fulfilled and where it is the duty of 
the trustees to convey, or a court of equity 
would decree a conveyance. These cases range 
as to the length of time from many to a very 
few years; but it is evident from the principle 
upon which the decisions go that a very short 
time in case of a clear trust would be sufficient. 
Law grounds its presumption on the fact that 
a court of equity would compel the execution 
of such trusts, and seems in this instance very 
nearly to follow the rule in chancery that what 
ought to be done shall be considered as done.’” 


DEMAND FOR LEGACY 

Surrogate Fowler, New York, has held in 
Estate of John Hartmann (57 N. Y. L. Journal 
1563), that where a legatee or his assignee gives 
a written authorization to make a demand upon 
an executor for payment of the legacy, the in- 
strument should be acknowledged and author- 
ize the person to demand the payment then and 
there and to receive the same in behalf of the 
legatee or assignee. 
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THE STATE TRUST COMPANY 


AT PLAINFIELD, 
Capital, $100,000.00 


NEW JERSEY 
Surplus, $80,000.00 


E. F. FEICKERT, President 


M. C. VAN ARSDALE, Views ee 
Cc. 


GEORGE 8. CLAY, Vice President 


. VEGHTE, Secretary and Treasurer 


In seven years this company has built up a deposit line of $1,600,000, in addition to which it 
has housed itself in a fine modern bank building. If this progress evidences service, we feel 


justified in inviting additional patronage. 





SPENDTHRIFT TRUSTS 


(A spendthrift trust may be created as 
well for a woman as for a man.) 


“William Swaim, Jr., died in 1877, testate 
and left surviving him three daughters, who at 
the time of the execution of his will were 
minors, unmarried, and not in contemplation of 
marriage, although they did subsequently marry, 
and two of them are still living. In his will, 
William Swaim? Jr., pursuant to the power 
vested in him under the will of his father, di- 
rected that the share of each of his children, 
or the children of any deceased child, be held 
in trust for them until they reached the age of 
21 years, ‘and as and after each of my said 
children respectively arrive at the age of 
twenty-one years, to pay her said part and 
share of the said rents, issues, profits, incomes, 
and dividends to her directly whether she be 
covert or sole, during all the period of her 
natural life, for her separate use and benefit, 
the said income to be and at all times to re- 
main free and exempt from the power and con- 
trol of any husband, and from liabilities for 
any debts or engagements. The receipts of my 
children for such payments to them, whether 
covert or sole, shall be deemed, and taken to 


A Federal Corporation 


Union Trust Company 


OF THE DISTRICT OF COLUMBIA 


Capital - $2,000, 000.00 
fiohe and Undivided Profits - 475,153.99 


EDWARD J, STELLWAGEN, President 
arenesiass by . 7 TON 


Pres’t, No” y and Trust Officer 


GEORGE. £. ‘FLEMIN 
2nd V. Pres’t and Ass’t Trust Officer 

WALTER §, HARBAN, 3rd Vice-President 

EDSON B. OLDS, Treasurer 

EDWARD L. aILLYER Secretary 

W. FRANK D. HERRON, Ass’t Treasurer 

WILLIAM L. CRANE, Ass’t Secretary 





be good and sufficient vouchers and acquittances 
for the said trustees or either of them, in the 
settlement of their accounts.’” 

This provision is valid. A spendthrift trust 
may be created for a woman as well as for a 
man. No set form of words is necessary to 
the creation of such a trust—(Ewalt vs. Dav- 
enhill, 101 Atl. 756.) 





INDIVIDUAL TRUSTEESHIP 


A recent decision by the Supreme Court of 
Pennsylvania (In re Longhran’s Estate, 101 Atl. 
817) illustrates the frequent impossibility of 
recovering losses incurred by an individual trus- 
tee. Claim against the estate of the defaulting 
trustee for the proceeds of a mortgage misap- 
propriated by him is disallowed because of de- 
lay in presenting the claim. 





Two valuable booklets have been issued by 
the Guaranty Trust Company of New York, one 
containing a synopsis and explanation of the 
“Trading With the Enemy Act” and the other 
the text and analysis of the new Federal Rev- 
enue Act and war taxes. The latter booklet 
also presents an income tax chart and a clear 
explanation of the excess profits tax. 


Security Trust Company 


FORT AND GRISWOLD STREETS 


DETROIT, MICH. 


Capital and Surplus, 
One Million Dollars 


Thoroughly Equipped to Act 
in All Trust Capacities 


Pays 4% on Certificates of Deposit 
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75% Increase in 8 Months 


Growth of our Deposits 


Natural Expansion—not Result of Consolidations 


CITIZENS COMMERCIAL TRUST COMPANY 
BUFFALO 
- $2,500,000.00 


Capital and Surplus - 





A LONG 


Lord Northcliffe, in his address at the recent 
convention of the American Bankers’ Associa- 
tion, deprecated the unwarranted rumors and 
hopes of an early peace. “You may ask me, are 
we weary of war?” said Lord Northcliffe. “Well, 
the whole world, where the conflict rages, is 
weary of it. That does not mean that there is any 
intention though, of giving up one single ef- 
fort to bring the war to a successful conclu- 
sion. I know that it is the opinion of many 
millions of people in the world that this war 
may suddenly collapse. If you look around 
you will see that this great earthquake has 
been planned and designed not only in Eu- 
rope, but all over the world for years with 
a completeness that were it put to a better 
purpose would be wholly admirable. You 
may have noticed that Argentine is restless; 
you may have noticed that a word from Ber- 
lin can tie up the railroads and factories and 
the telegraph lines of that country, and you 





Trust Companies in other cities are invited 
to commit any Detroit business of a trust 
nature to the care of this well-established 
and strong institution. 


Capital - - - - = = = $1,000,000 
Surplus - = = = = = = 1,000,000 
Undivided Profits - - - - 1,250,000 


PETROrT Trost (Pane 
Corner Fort and Shelby Streets 


DETROIT, MICHIGAN 








CONFLICT AHEAD 


know that we have had strikes in Great 
sritain, and that you have had strikes in the 
United States. We have had rebellions in the 
Northwest countries, and in India. The Ger- 
mans have worked as Mohammedans in Tur- 
key and as Protestants in Holland. Every- 
where they have carefully implanted their 
propaganda and have settled their agents. 
That is not the work of a few months or 
even a few years. It is careful preparation 
that has been going on for at least twenty- 
five years, and I for one do not believe that 
all the forces of civilization are going to be 
able to extinguish this conflagration for a 
very long. period. 

“Tt is much more pleasant to try and make 
people happy by telling them that the war 
will be over by Christmas, or at any rate by 
Easter. We have had three years of those 
prophecies in England. Indeed, there were 


people there who thought the war would be 
over in six weeks.” 


VIRGINIA TRUST 
COMPANY 


RICHMOND, VA. 


CAPITAL - - - $1,000,000 
SURPLUS - - - - 550,000 


Oldest Trust Company in Virginia 
and strictly a Fiduciary Institution 


Book Value of Stock 
Bid - - - 


Dividends Paid - 


155 
285 


7% 
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Security Service 
on the 


Pacific Coast 


The Security Trust & Savings Bank 
of Los Angeles, together with its asso- 
ciate, the Security National Bank, 
offer those desiring banking facilities 
in the Southwest the most complete 
and varied service obtainable. 

Our large and well equipped organ- 
ization makes it possible to render 
every desired service, either financial or 
fiduciary, with efficiency and dispatch. 


GQECURITY7sust 
& 


SAVINGS BAN K. 


SAVINGS COMMERCIAL TRUST 


The Oldest and Largest Savings Bank 
in the Southwest 


Reseurces Over $57,000,000.00 
LOS ANGELES 


Hawatian Trust 
Company, Ltd. 


Honolulu, T. H. 


Transacts a general Trust Company 
business, making a special feature of 
collecting and remitting income and 
taking charge of personal and real 
property at very reasonable rates. 

Trust funds safeguarded and careful, 
painstaking attention given to every 
matter entrusted to our care. 


Correspondence invited. 


7 


OFFICERS AND DIRECTORS 
E. D. TENNEY 
C. H. COOKE be 
HON. GEO. R. CARTER 
J. R. GALT . 
H. H. WALKER . 
RANNEY SCOTT . 


C. H. ATHERTON 
S. G. WILDER 
R. B. ANDERSON 


pie! a President 
First Vice-President 

- Second Vice-President 
Treasurer and Manager 
. Assistant Treasurer 
Cashier 


Directors 





IMPORTANT BANKING PROBLEMS BEFORE NATIONAL BANK SECTION 


Officers elected for ensuing year: 
President: J. Elwood Cox, High Point, 
N. C. 


Vice-President: Oliver J. Sands, Richmond, 
Va- 


Secretary: Jerome Thralls 


Delegates attending the two sessions of the 
National Bank Section at the Atlantic City 
convention were amply repaid by excellent 
addresses, valuable papers on different as- 
pects of the Federal Reserve system and kin- 
dred topics of direct concern to the business 
of National banks. The major part of the first 
session on Wednesday morning, September 26th, 
was taken up by the address on “Problems Re- 
lating to Financing Foreign Governments,” 
which was most skilfully handled, with a wealth 
of first-hand facts and figures, by Deputy Vice- 
Chairman R. H. Brand of the British War 
Commission in this country. 

Another important address was that by 
M. L. Requa, Director of Organization of 
the Food Administry on Board at Washing- 
ton who graphically described the vital fac- 
tors of food production and conservation as 
an essential element in conducting success- 


ful warfare. Some of the most valuable sugges- 
tions were brought out during the discussion 
on additional amendments to the Federal Re- 
serve Act, led by W. M. Van Deusen of 
Newark, N. J. The sentiment was generally 
in favor of broader powers in making loans, 
in investing funds in real estate and in equal- 
izing functions so as to compete on a par 
with State institutions: Another able con- 
tribution to the symposium was the paper 
read by Mr. C. A. Hinsch of Cincinnati, on 
“Reserves,” in which he cautioned bankers to 
keep up the liquid character of their assets 
on the highest possible basis. Animated de- 
bate followed the paper on the “Federal Re- 
serve Collection and Clearing System,” pre- 
sented by J. Elwood Cox, of High Point, N. C. 

The Section then approved a number of 
resolutions encouraging the use of accep- 
tances, renewing the pledge to assist the 
government in the flotation of the Second 
Liberty Loan, and urging a ruling by the 
Comptroller regarding the deductions from 
deposits to determine the amount of de- 
posits against which reserves are required. 
The meeting came to a close with the elec- 
tion and installation of new officers. 
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Facilitating Trade With Latin America 


The comprehensive volume issued recently by 


the Irving National Bank of New York on 
“Trading with Latin-America” derives special 
value to exporters, importers and commercial 
interests from the fact that our trade with 
South and Central American countries has dou- 
bled since 1915. For the fiscal year, 1917, the 
trade between this country and Latin-America 
reached the big total of $1,554,000,000, as com- 
pared with $810,000,000 for the corresponding 
period ending June 30, 1915. Exports during 
the past fiscal year were $592,000,000 and im- 
ports, $962,000,000. 

The library of every corporation, firm or in- 
dividual interested in the development of our 
trade and financial relations with Latin-Ameri- 
can countries should contain the handbook is- 
sued by the Irving National Bank. It repre- 
sents, perhaps, the most thorough and practical 
treatment on the different phases which enter 
into commercial and financial relations with our 
southern or neighboring republics. Unlike most 
treatises on this subject it does not deal exclu- 
sively with dry facts and figures but goes inti- 
mately into the psychological and practical as- 
pects, covering manner of approach, personal 
characteristics, environment, education, racial 
distinctions, etc. The facsimilies of forms re- 
garding financing, bills of exchange, etc., pro- 
vided by the experts of the Irving National 
Foreign Trade Department, are especially valu- 
able. We urge readers of Trust CoMPANIES, 
who have an interest in the subject to write to 
the Irving National for copies of this publica- 
tion. 


The will of the late Henry Parish, who was 
president of the New York Life Insurance & 
Trust Company for forty-four years and chair- 
man during the last two years, was recently 
filed for probate. The will divides the residuary 
estate into eleven parts, divided among the two 
sons and two daughters. The document also 
provides a number of minor bequests. 


Popular Candidate for Next Vice- 
President A. B. A. 

John McHugh, vice-president of the Mechan- 
ics & Metals National Bank of New York is 
being urged by his numerous banking friends, 
to permit his name to be er -red as candidate 
for vice-president of the American Bankers’ 
Association for 1918. Mr. McHugh is entitled 
to this honor, not only because of his personal 
fitness and service to the A. B. A., but also on 
the ground that New York has put forward no 
candidate for this office since Mr. Lewis E. 
Pierson, chairman of the Irving National Bank 
was president of the American Bankers’ Asso- 
ciation. 























































































PETERS 
TRUST COMPANY 


OMAHA 


ESTABLISHED 1686 


CAPITAL - 
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HIGH GRADE MUNICIPAL BONDS 
AND 
FIRST MORTGAGE FARM LOANS 


YIELDING 5% To 6% 


THIRTY-ONE YEARS 


WITHOUT A LOSS TO AN INVESTOR 












































OUR SERVICE COVERS ALL DETAILS 
INCLUDING REMITTANCE OF INTEREST 
ON INTEREST DATES AND COLLECTION 
OF PRINCIPAL 












WE ARE QUALIFIED AND THOROUGHLY 
EQUIPPED TO ACT AS EXECUTOR, 
ADMINISTRATOR, GUARDIAN AND 
TRUSTEE 
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TRUST COMPANIES 


** Checks are 


row City Trust Company 


BUFFALO, N. Y. 


SAFETY 
AUTHORIZED RESERVE AGENTS 


for Banks and Savings Banks of the 


Service worth State of New York 
the price 
OFFICERS 


Safe checks have value out of all iicsinsstie Oh tineiteataieai Heian 


proportion to the expense involved. CARLTON M. SmitH, Vice-President 
: ae Epwarp L. Koons, Vice-President 
The cost of checks on National WILLuaM E. DANFORTH, Treasurer 
~~ a & +a: a cee ae H. W. DRESSER, Secretary 
Safety I — r is trifling, yet they give W. G. Ricuarp, Assistant Secretary 
service of immeasurable value—com- A. E. Actue, Assistant Secretary 
plete protection against alteration, Wa.tam B. Frve, Trust Officer 
the commonest form of fraud to which DIRECTORS 


banks and their customers are ex- Louis L. BABCocK GEORGE A. MITCHELL 
posed. EMANUEL BOASBERG HENRY E. MONTGOMERY 
Wiruram H. Daniets WILLIAM W. REILLEY 
SAMUEL J. DARK WILLIAM T, ROBERTS 
WiLiiaM H. Hotcukiss RosBert K. Root 
GEORGE R. HOWARD CARLTON M. SMITH 
: CHARLES KENNEDY ALFRED W. THORN 
George La Monte & Son Epwarp L. Koons CONRAD E, WETTLAUFER 
JouN D. LARKIN C. TOWNSEND WILSON 
Founded 1871 HARDIN H. LITTELL HARRY YATES 


61 Broadway New York City sane t. Seren 


Ask your stationer, lithographer or printer 
for checks on National Safety Paper 


The Bank Deposits of a Non-Resident are not taxable under the Inheritance 
Inheritance Tax Tax Laws of New Jersey, and a Safe Deposit Box rented in the name of a 


Non-Resident is accessible to the Representatives of his Estate without notice to or consent of the State 


TH 


New Jersey Title Guarantee & Trust Company 
JERSEY CITY, NEW JERSEY 


Capital, One Million Dollars Surplus, One Million Dollars 


President, GEO. T. SMITH Vice-Pres., DANIEL E. EVARTS Vice-Pres., WALTER P. GARDNER 
Sec’y and Treas.. ANDREW C. GREENE Ass’t Sec’y and Ass’t Treas.. WILLARD M. BROWN 
Trust Officer, JAMES H. ISBILLS Title Officer, HOWARD R. CRUSE 











The Connecticut Trust and Safe Deposit Co. 


ORGANIZED 1872 
Corner Main and Pear! Streets, HARTFORD, CONN. 


Capital, $750,000 Surplus, $900,000 


The largest capital and surplus of any trust company in the State. 
The largest deposit of any trust company in the State. 
The largest amount of trust funds held by any company in the State. 
The largest safe deposit vaults in the State. 
TRUST DEPARTMENT 


BANKING DEPARTMENT ARTHUR P. DAY, Vice-President 
MEIGS H. WHAPEES, President H. P. REDFIELD, Treasurer J. LINCOLN FENN, Secretar 
NATHAN D. PRINCE, Vice-Pres. ALLEN H. NEWTON, Asst. Treas. ALBERT T. DEWEY, Asst. Secy. 
JOHN M. TAYLOR, Vice-Pres. CLEMENT SCOTT, Attorney ~ 
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The Fidelity 


Trust Company 
of Baltimore, Md. 


solicits the accounts of 
national banks, state 
banks and trust com- 
panies. We have unex- 
celled facilities for the 
collection of transit items 
and for handling other 
banking and trust 
business. 


$1,000,000 
1,354,053 
13,235,895 


Capital - - - 
Surplus & Profits 
Deposits - - 


Superior Service for All 


eileen een 


CHARTERED 1906 


Hudson 
Trust Company 


NEW YORK CITY 


Capital and Surplus (over) $1,000,000.00 
Deposits - . - - 6,000,000.00 


OFFERS EVERY FACILITY EXPECTED 
OF A METROPOLITAN CORRESPONDENT 


FEDERAL, STATE AND MUNICIPAL 
DEPOSITORY 


YOUR ACCOUNT INVITED 


FRANK V. BALDWIN 
President 
Henry C. Strahmann - Vice-President 
John Gerken ~ - . - Vice-President 
Richard A. Purdy - Vice-President and Secretary 
John J. Broderick, Jr. - ~ - Treasurer 


Sit 
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STATE BANK SECTION DISCUSSES FEDERAL RESERVE 
MEMBERSHIP AND UNIFORM LAWS 


Officers elected for ensuing year: 


President: E. D. Huxford, President Cher- 
okee State Bank, Cherokee, Iowa. 


Vice-President: C. B. Hazlewood, Vice- 
President Union Trust Company, Chicago. 


For lively debate and forensic talent the 
State Bank Section—although the juvenile 
member of the prolific family of Sections— 
set the pace at the Atlantic City convention. 
Such topics as “exchange charges,” member 
ship in the Federal Reserve system, mutual 
insurance for banks, usury, interest rates and 
uniform treated without gloves. 
The result was considerable enlightenment on 
these various mooted subjects. Even Gov- 
ernor Harding of the Federal Reserve Board 
who addressed the members of this Section 
on “Why State Banks should join the Fed- 
eral Reserve system” was plied with questions 
in approved fashion. 

The President, John H. Puelicher, briefly 
reviewed the purposes and growth of the 
State Bank Section which was organized at 
Kansas City one year ago and in that short 
time has acquired a voting membership of 
7,381 and an associate membership of 1,070 
making a total of 8,451. The report of the 
Executive Committee of the Section, presented 


laws were 


by C. B. Hazlewood, vice-president of the Union 
Trust Company of Chicago, who was largely 
instrumental in bringing about the organization 
of this body, likewise set forth the excellent 
work accomplished by the committee and repre- 
sentatives in helping to shape Federal Reserve 
Act amendments. 

On the subject of uniformity of State laws, 
especially in connection with the laws of 
usury, legal rates of interest, liability of 
stockholders, etc., the sentiments voiced did 
not by any means reflect unanimity. 

The “standing room only” sign was out 
when the State Bank Section reconvened for 
the second session at which Governor Hard- 
ing of the Federal Reserve Board was sched- 
uled to give a heart to heart talk on the Fed- 
eral Reserve System and why state banks and 
trust companies should come into its protec- 
tive folds. Governor Harding led up to the 
crux of his subject after first sketching the his- 
tory of national banking legislation in this 
country. 

Following Governor Harding’s address 
there was a vigorous discussion as to the 
justice and fairness of the “par” check col- 
lection system inaugurated by the Federal 
Reserve Banks which eliminates exchange 
revenue. 
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We Are Prepared 


To render efficient and prompt 
service to BANKS, TRUST COM- 
PANIES and CORPORATIONS 
requiring modern financial or fiduci- 
ary facilities in Pittsburgh. We act 
in all trust capacities. Interest paid 
on deposits. 





PITTSBURG TRUST 
COMPANY 


Pittsburgh, Pennsylvania 


CAPITAL, SURPLUS AND UNDIVIDED 
PROFITS, $3,800,000 


OFFICERS: 
Louts H. GETHOEFER President 
D. GREGG McKEE Vice-President 
BERTRAND H. SMYERsS. . Vice-Pres. and Trust Officer 
Wa_po D. Jongs Treasurer 
J. Horace McGrnnity................Secretary 
JOHN W. HorrMan..............Asst. Treasurer 
ALEX T. Rowe....Asst. Secy. and Trust Officer 
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Correspondence Invited 





ASSOCIATED 
MORTGAGE 
INVESTORS 


Incorporated 


Lenders on Farms Since 1873 


Farm 


Farm 
Mortgades 


Mortgages 


First Mortgages on Improved Farms 
in the Province of Alberta, Canada, 
with Titles guaranteed by Govern- 
ment 

The Pioneer American Farm Mortgage Banking 
House operating in Western Canada 


Ten years’ successful experience in Alberta 
based on forty years’ successful experience in the 
United States in Farm Mortgage Lending 


Address inquiries to the office of the Treasurer 


Kingman Nott Robins 
Treasurer 


275 GRANITE BLOG.,. ROCHESTER, N.Y 





WAR SAVINGS AND THRIFT DISCUSSED AT SAVINGS BANK SECTION 
MEETING 


and of officers as well as committee reports was 


Officers Elected for Ensuing Year: 


President: J. R. Noel, President Noel 
State Bank, Chicago, IIl. 


Vice-President: V. A. Lersner, Controller 
Williamsburg Savings Bank, Brooklyn. 

Secretary: Milton W. Harrison. 

The topic which was uppermost in the discus- 
sion and papers at the sixteenth annual meeting 
of the Savings Bank Section of the American 
Bankers’ Association was that of enlisting the 
savings of the people and of stimulating thrift 
as a corollary to successful war financing. The 
delegates paid close attention to the informative 
address delivered by Basil P. Blackett, special 
representative of the British Treasury who de- 
scribed, in detail, the plan of operation of Brit- 
ish savings clubs and certificate issues. 

The meeting was opened with President 
George E. Edwards of the Dollar Savings Bank 
of New York in the chair. After the welcome 
addresses and responses the principal part of 
the first session was devoted to the addresses by 
Mr. Blackett and by Professor Eugene B. Agger 
of Columbia University who spoke on “The 
Economics of War Saving.” At the afternoon 
session the reading of the President’s address 


dispensed with. The first speaker was Presi- 
dent Leonard G. Robinson of the Federal Land 
Bank of Springfield, Mass., who presented a 
paper on “Granting of Amortized Loans by 
Savings Banks” in the course of which he de- 
fined the relations of the Federal Land banks 
with savings banks and the adaptability of farm 
mortgages to investment of savings bank funds. 
Next followed the reading of a paper for- 
warded by Mr. Myron T. Herrick of Cleveland 
on “Banker and the Farmer,” in which he called 
attention to the successful methods pursued by 
a number of banks and trust companies in con- 
ducting agricultural departments. Dr. H. H. 
Wheaton, specialist in immigrant education, as- 
sociated with the Department of Interior de- 
voted himself to the education of immigrants 
as a means of stimulating loyalty and true 
Americanism. An excellent paper was next 
presented by Lawrence Chamberlain of New 
York on “Savings Bank Bonds in War Times.” 

The remainder of the session was devoted to 
a general discussion on war-time conditions as 
affecting savings bank investments and the ac- 
ceptance of such securities as collateral for 
Federal Reserve bank rediscounts. 




























































CAPITAL, $600,000 





JOHN W. MARSHALL 
ANDREW P, SPAMER 
GEORGE B. GAMMIE TREASURER 
CLARENCE R. TUCKER - e ASST. TREAS. 


GEORGE R. TUDOR 
ALBERT P. STROBEL 
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2D VICE-PRES. 








H. WALTERS 
WALDO NEWCOMER 

DOUGLAS H. THOMAS 
NORMAN JAMES 














Federal Tax Ruling on Estate Deductions 
The Internal Revenue Commissioner has is- 
sued a ruling as to deductions, under the income 
tax law, from gross estate amounts. He says: 

“The Act of September 8, 1916, section 203 
(A) (1) provides that there may be deducted 
from gross estate amounts which have been 
allowed for ‘support during the settlement of 
the estate of those dependent upon the dece- 
dent.’ It is plain that Congress, in enacting 
this provision, intended that there should be 
allowed as a deduction from gross estate only 
the amount actually expended by the estate for 
the support of actual dependents of the dece- 
dent. The regulation made in pursuance of 
this provision requires the existence of three 
things before the amount claimed as a deduc- 
tion under this item is allowable: (1) A bona 
fide disbursement by the executor, (2) for the 
support of those actually dependent upon the 
decedent, (3) in an amount authorized by the 
local law for that specific purpose. 

The Internal Revenue Bureau has also ruled 
that bonds of domestic corporations owned by 
non-resident decedents, if physically situated 
outside the United States, are not returnable as 
a portion of the gross estate of the decedent. 


Security Trust Company of Detroit 

The latest official statement of the Security 
Trust Company of Detroit offers substantial 
evidence of constant growth. The published 
statement of financial condition does not em- 
brace the face value of fiduciary assignments 
which the company holds and which mount to 
a high figure because of the State-wide reputa- 
tion this company commands in rendering ex- 
pert service of this kind. The statement shows 
total resources of $5,674,116, capital $500,000, 
surplus and undivided profits $934,702, and trust 
deposits $4,186,900. 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
13 SOUTH STREET 

SURPLUS AND PROFITS, $2,415,796 
OFFICERS 


H. WALTERS, CHAIRMAN OF BOARD 
JOHN J. NELLIGAN, PRESIDENT 






DIRECTORS 


SAMUEL M. SHOEMAKER 
BLANCHARD RANDALL 
ELISHA H. PERKINS 
ISAAC M. CATE 









H. H. M. LEE 
ARTHUR C. GIBSON 
JOSEPH B. KIRBY 
WILLIAM R. HUBNER 


CASHIER 
REAL ESTATE OFFICER 


- SECRETARY 
ASST, SECRETARY 
ASST. SECRETARY 
ASST. SECRETARY 








JOHN W. MARSHALL 
JOHN J. NELLIGAN 
ROBERT GARRETT 
GEORGE C. JENKINS 





Requirements of Different Classes of 
Investors 


It is of interest to note the variety of inves- 
tors to whom the National City Company makes 
special appeal. It has built up a large clientele 
of investors, in the first place, among National 
and State banks and trust companies who re- 
quire sound investments with ready availability 
on the market. Especially is this true at the 
present time when banks and trust companies 
are called upon to meet the extraordinary bur- 
dens of war. Another division of investors 
calling for specific securities are savings banks 
and trust companies as fiduciaries which must 
fulfill legal requirements. A third group is 
composed of insurance companies who require 
safety and also fair marketability. Then there 
is the investor who is mainly interested in 
soundness and liberal yield; the business cor- 
poration that has a reserve or surplus funds 
which wants quickly marketable securities. 

The National City Company has also estab- 
lished a special war tax service, including charts 
showing application of income tax and pam- 
phlets giving the text, analysis and a great va- 
riety of information covering the war tax laws. 









Deposit Record by Plainfield Trust Company 


Within the past three years the deposits of 
the Plainfield Trust Company, of Plainfield, 
N. J., have been practically doubled. During 
that period deposits have mounted from $4,673,- 
648 to $8,072,836 each year, showing an aver- 
age gain of over one and a quarter million dol- 
lars. Total assets amount to $8,749,434, the 
distribution of which reflects the highest pos- 
sible standards of safety and reserve strength. 
The capital is $300,000, surplus and profits, 
$343,472. 









TRUST COMPANIES 


Manhattan Island covered by our own messengers 


All collection items payable at any point on Manhattan 
Island are presented personally by our own messengers. 


This is one of the distinctive features of our B/L 
service which insures prompt and accurate advices. 


Strictly a Commercial Bank 


Resources over $100,000,000 


IRVING, NATIONAL BANK 


NEW YORK 


THE CAUSES OF STOCK MARKET LIQUIDATION 


That liquidation of securities and decline of 
values in the New York market have reached 
a serious stage is too obvious to require affirma- 
tion. Among the numerous reasons assigned 
for the persistent downward trend of quotations 
and uninterrupted flow of selling orders the 
most important is the influence of the narrow- 
ing money market in connection with the ex- 
change of funds and credits for Liberty Loan 
subscriptions. The second big factor is the 
effect of Government price-fixing and of war 
taxation on industrial, corporate and railroad 
earnings. The public is not in the market ex- 
cept insofar as it is responsible for sale of se- 
curities and conversion into 4 per cent. Loan 
bonds. The banks and trust companies refuse 
to sanction any bull movement at this time and 
are obliged to keep their own resources intact. 
It is significant of the low spirits which char- 
acterize speculative interests that the market has 
not made any appreciable response to the call 
money funds provided through the so-called 
“Money Committee,” composed of responsible 
bank and trust company officials. This is 


logical because the prime purpose of the call 
money pool is not to stimulate professional ac- 
tivity but to prevent disorganization of the 
money market. 

One of the main causes of heavy liquidation 
was, of course, the pressure of rapidly declin- 
ing prices, resulting in closing out of weak ac- 
counts. It is quite likely, also, that sales in 
considerable quantity have been made for ac- 
count of foreign investors located in neutral 
countries to whom American investments had 
attraction before our own entry into the war, 
but which may have become less so since then, 
especially because of the blockade established 
upon neutral trade. Another source of liquida- 
tion has been the disposal of securities tied up 
in short-term British and foreign loans which 
have matured. 3anking institutions have to 
some extent joined in the selling movement by 
way of preparing for the new Liberty Loan and 
it is regarded as not improbable that withdraw- 
als of deposits from savings banks for invest- 
ment in the 4 per cent. Government bonds is a 
factor which will have to be considered. 
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Crust Companies 


A MONTHLY MAGAZINE DEVOTED TO THE 
INTERESTS OF TRUST COMPANIES 
OF THE UNITED STATES 


TRUST COMPANIES PUBLISHING ASSOCIATION 
No. 55 Liberty St., N. Y. City 
Long Distance Telephone, 1789 Cortland 
C. A. Lunnow, Editor and Publisher 


Advertisements of trust companies, banks, finan- 
cial institutions and advertisers, who wish to use 
the advertising columns of TRUST COMPANIES 
will be inserted for publication at rates which will 
be sent on application. 


Insertions of meetings, dividends, statements, or- 
ganizations, etc., at special rates for each insertion. 


Subscriptions: The subscription price of 
TRUST COMPANIES is $4.00 annually. Single 
copies, 35 cents. Subscriptions payable in ad- 
vance. Foreign Subscriptions require $1.00 ad- 
ditional for postage. 


Entered at the New York Post Office as Second 
Class Mail Matter 


New York Cily 


The Second Liberty Loan ‘‘Drive’’ in 
New York 


Wall Street is most willing to accept Presi- 


dent Wilson as prophet and authority on 
etymological niceties. The Presidential man- 
date that patriotism and profit are not on the 
best of speaking terms these days and that the 
latter must in every case yield to the former, has 
been vigorously brought home in particular to 
bankers, financial and investment interests and 
to brokers as well. The chief commodity of- 
fered by banks has been about the only thing 
left in the lurch in the great upward course of 
prices. The wares offered by investment houses 
suffer steady decline in the face of competi- 
tion with Government loans and under pressure 
of a volume of prolonged liquidation which 
would have spelt collapse in more peaceful 
times. Sweeping personal, corporation income 
and excess profits taxes must be reckoned with 
contemporaneously with the flotation of another 
huge Liberty Loan issue. 

Woe to the man, however, who pleads im- 
munity from the claim of national duty. The 
most noteworthy circumstance is not that these 
ordeals and sacrifices are met without murmur 
by those who carry the heaviest loads, but that 
they are bending themselves with enthusiasm 
and a spirit of rivalry to the present task of 
raising another three or five billions for the 
War Treasury. The uncertain perspective as 
to what the future shall bring forth, the con- 
sequences of huge mountains of national debt, 
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the inevitable economic recoil when shy Peace 
again deigns to return to this planet—all these 
considerations are pushed into the background 
and subordinated to “winning the war.” What- 
ever the feeling may be in other parts of the 
country in Wall Street just now the slogan is 
“keep the machinery of war running at top 
speed.” 

However disappointing the official Liberty 
Loan subscription returns for the first two 
weeks of the second campaign, there is not a 
shadow of doubt in the “Street” that the finan- 
cial needs of the Government will be satisfied 
in the present case and in the future. It is not 
a question of raising the amounts called for 
but a matter of public distribution and absorp- 
tion through those channels which shall pre- 
vent congestion and impair the banking and 
credit machinery. The task of popularizing war 
loans is rendered more difficult here than abroad 
because there is not the stimulus which comes 
from air raids, the audible roar of artillery or 
the sight of mangled and wounded soldiers. As 
in the first Liberty Loan operation the banks, 
trust companies and varied financial agencies 
are relied upon, in the main, to arouse all 
classes of citizens to a sense of duty and obli- 
gation. It is a safe conclusion that when the 
final figures of the second Liberty Loan cam- 
paign are at hand New York will again have 
set an example, which shall be heartening to 
our allies and confound the common enemy. 
A material aid to the second loan subscriptions 
is the agreement among banks and trust com- 
panies to lend money to subscribers at 4 per 
cent., to encourage installment buying. 


New York Reserve Bank Enlists Trust 
Company Officers 


J. Herbert Case, vice-president of the Farm- 
ers Loan & Trust Company has resigned from 
that company to assume the office of Deputy 
Governor of the Federal Reserve Bank of New 
York. He succeeds, in that capacity, Robert H. 
Treman, who was Acting Governor for some 
time during the illness and absence of Governor 
Strong. 

The directors of the Federal Reserve Bank 
of New York have also elected F. I. Kent, vice- 
president of the Bankers Trust Company as 
Acting Deputy Governor. Mr. Kent will not, 
however, sever his connection with the Bankers 
Trust Company and will devote his time at the 
Federal Reserve bank principally in handling 
applications for permission to export coin, bul- 
lion and currency in accordance with the em- 
bargo provisions announced by President Wil- 
son by proclamation and subsequent rules is- 
sued by the Federal Reserve Board. 
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~ SEABOARD 


National Bank of the City of New York 


cordially and earnestly solicits accounts, active or dormant, from trust companies throughout the 


United States. Interest allowed. 


Its solicitation is based upon conservatism, service in all banking 


lines, excellent facilities, and the fact that its officers give their personal attention to all accounts. 


SURPLUS AND PROFITS, $3,250,000 


8S. G. BAYNE, President 
Cc. C. THOMPSON, Vice-President 
B. L. GILL, Vice-President 


W. K. CLEVERLEY, Vice-President 
L. N. DEVAUSNEY, Vice-President 
H. W. DONOVAN, Cashier 

B. I. DADSON, Asst. Cashier 


DEPOSITS, $57,000,000 


O. M. JEFFERDS, Asst. Cashier 
C. C. FISHER, Asst. Cashier 

J. D. SMITH, Asst. Cashier 

J. E. ORR, Asst. Cashier 





Banking operations in New York, although 
subjected to severe strain, admit of no doubt 
as the wisdom and excellent management of the 
local institutions. The situation as regards the 
second Liberty Loan campaign, however, is 
made more difficult by the heavy liquidation in 
the stock market and the fact that adjustments 
must be made at the same time in anticipation 
of the heavy new war taxes. A source of re- 
lief was the announcement from Washington 
that Comptroller of the Currency Williams has 
instructed National bank examiners not to re- 
quire bank holdings of high grade bonds of 
unquestioned intrinsic value and merit to be 
charged down to present abnormal figures but 
to use intelligent and conservative discretion. In 
other words greater latitude is to be allowed in 
carrying such high-class securities and the pro- 
portion of depreciation which should be charged 
off in any six months’ period. Such action is 
calculated and doubtless will substantially sup- 
port both the banking and money situation. 

The facilities for rediscount and special ac- 
commodation on transactions based on Liberty 
Loan subscriptions will doubtless prove an in- 
creasing source of reliance on the part of mem- 
ber banks of this district. According to Gov- 
ernor Strong the potential credit expansion re- 
sources of the Federal Reserve bank amounts 
to eight billions of dollars, although it is not 
expected that such a maximum test will be 
applied. A large part of this loaning power of 
the Federal Reserve bank is due to the impor- 
tant additions of trust companies to member- 
ship. The Clearing House statement for the 
week ending October 13th shows an increase of 
$18,493,000 in surplus, placing the excess re- 
serve at $102,483,000, while loans show a fur- 
ther expansion of $95,053,000 bringing the total 
to $4,053,806,000 as against $3,337,000,000 a year 
ago. The following table shows the actual con- 
dition of Clearing House institutions on Octo- 
ber 13th, including trust company members: 


BANKING SITUATION AND MONEY RATES 





Clearing House Members 
1917 1916 

Oe a. | es ee $4,053,806,000 $3,337,732,000 
Net demand depos.. 3,651,097,000 3,271,097,000 
Net time deposits... 223,804,000 165,842,000 
Circulation 32,448,000 31,482,000 
Vault cash, 

members 
Res. in F. R. Bank 
Vault cash, State Bk 

and Trust Cos.... 
Res., other dep., St. 

Bk. & Trust Co).. 


99,805,000 
165,633,000 


408,960,000 
171,012,000 
65,784,000 52,957,000 


72,415,000 





$632,929,000 
564,014,590 


$603,832,000 
501,248,710 


Aggregate res..... 
Res. required 





$102,483,290 $68,914,410 

The trust companies of Greater New York 
reported at the close of the week, October 13th, 
total loans and investments of $1,860,594,600, 
an increase of $24,026,900 during the week. De- 
posits aggregating $2,159,969,300 represent a 
gain of $11,746,000 for the week. Gold, currency 
and bank bills and amount due from Federal 
Reserve bank amount to $190,985,000. The in- 
crease in amount due from Federal Reserve 
bank of $43,072,000, making the total of such 
deposits and reserves to the credit of trust com- 
panies, $89,594,000, reflects the recent admission 
of a number of large city trust companies to 
the Federal Reserve system. The trust com- 
panies report a total of $348,162,000 reserve on 
deposits bringing the percentage of reserves to 
21.3. 


Excess reserve ... 


Frank A. Vanderlip, president of the Na- 
tional City Bank of New York, has accepted 
the chairmanship of the War Savings Certifi- 
cates Committee which will handle the campaign 
for the flotation of the $2,000,000,000 war sav- 
ings certificate issue, authorized by Congress at 
the last special session. 





TRUST COMPANIES 


An All-Sided Service 


UR services to banks comprehend the 
full range of modern trust company 
activities. 

You have at your disposal in this company 
the facilities of various departments, includ- 
ing our trust, foreign, safekeeping, reorgan- 
ization, statistical and credit organizations. 


Each of these departments is a thoroughly 
organized unit, yet all are available to you 
within one institution. We invite your in- 
quiries as to how this service will meet your 
requirements. 


We pay interest on daily balances, the 
rates varying with the character of the 
account. We shall be glad to quote rates 
upon request. 


Guaranty Trust Company 
of New York 


140 Broadway 


LONDON OFFICE PARIS OFFICE FIFTH AVE. OFFICE 
32 Lombard St.,E.C. Rue des Italiens,1 &3 Fifth Ave. & 43d St. 


Capital and Surplus - - $50,000,000 
Resources more than - - $600,000,000 
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Che Corn Exchange Bank 


New York City 


CAPITAL AND SURPLUS..... 


$10,000,000 


NET DEPOSITS..........................-+-++ $100,000,000 
Thirty-nine branches in New York City 


BILLS OF EXCHANGE 
CABLE TRANSFERS 





Gates W. McGarrah Elected President 
New York Clearing House 


At the recent annual meeting of the New 
York Clearing House Association, Gates W. 
McGarrah, president of the Mechanics and Met- 
als National Bank, was elected president, suc- 
ceeding Frank A. Vanderlip, president of the 
National City Bank. Walter E. Frew, presi- 
dent of the Corn Exchange Bank, was elected 
chairman of the Clearing House Committee. 
Theodore Hetzler, president of the Fifth Ave- 
nue Bank, was elected secretary and William 
J. Gilpin and Clarence E. Bacon were re-elected 
manager and assistant manager, respectively. 


The Clearing House Committee is composed of 
Mr. Frew, Seward Prosser, president of the 
3ankers Trust Company; Albert H. Wiggin, 
president of the Chase National Bank; Francis 
L. Hine, president of the First National Bank, 
and Lewis E. Pierson, chairman of the Irving 
National Bank. 


The annual report of the New York Clearing 
House for the year ended September 30, 1917, 
places the total clearings for that period at 
$181,534,000,000, an increase of $34,000,000,000 
compared with the previous year. Total trans- 
actions aggregated $193,681,000,000, and the 
daily average clearing amounted to $601,000,000. 
An important amendment to the constitution 
was adopted providing for daily exchange and 
settlement of “return items.” 


A. H. Aseltine, who has been connected with 
the National City Company for the past year 
and previously with the old firm of N. W. Hal- 
sey & Company, is now associated with the 
bond department of the Equitable Trust Com- 
pany of New York. Mr. Aseltine has a large 
acquaintance with the bankers of this country. 

Litigation initiated by the Standard Oil Com- 
pany to recover a franchise tax of $60,000 im- 
posed by the New York State Tax Commission, 
on the ground that it was exempt under the 
law because it had more than 40 per cent. of 
its capital stock invested in this State, has been 
decided adversely to the company. 


LETTERS OF CREDIT 
TRAVELERS’ CHECKS 





Gates W. McGarraAH 
President Mechanics and Metals National Bank of 
New York 

A valuable “Desk Memorandum” has been 
prepared by the Bankers Trust Company of 
New York showing conveniently averaged ref- 
erence of certain Federal taxation statutes and 
other recent important legislation. 

Two noteworthy booklets have been issued by 
the Bankers Trust Company of New York in 
connection with the second Liberty Loan cam- 
paign. One is entitled “The Balance Sheet of 
the Nations at War” and sets forth the over 
whelming financial and economic strength of the 
nations opposed to Germany. The other publi- 
cation is entitled “Our United States” and con- 
tains an impressive review of the resources of 
this country. 
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Lawyers Title & Trust Company 


CAPITAL AND SURPLUS 


$9,000,000 


Member of The New York Clearing House Association 


160 Broadway, New York 


44 Court St., Brooklyn 


RECEIVES DEPOSITS subject to check or on certificate, allowing interest thereon. 
Depository for moneys paid into Court and for money of bankrupt estates. 


LENDS ON APPROVED STOCKS and Corporation Bonds as collateral. 
ACTS AS TRUSTEE, Guardian, Executor, Administrator, Assignee, or Receiver, 


Transfer Agent or Registrar of Stocks of Corporations. 


Securities. 


Takes Charge of Personal 


OFFICERS 
EDWIN W. COGGESHALL, Chairman of the Board 


LOUIS V. BRIGHT, President 

FREDERIC E. GUNNISON, Vice-President 
THORWALD STALLKNECHT, Vice-President 
HERBERT E. JACKSON, V.-Pres. & Gen. Mgr. 
LEWIS H. LOSEE, Vice-President 
ARCHIBALD FORBES, Treasurer 

WALTER N. VAIL, Secretary 

ROBERT I. SMYTH, Assistant Treasurer 


FREDERICK D. REED, Assistant Secretary 

GEORGE F. PARMLEE, Assistant Secretary 

U. CONDIT VARICK, Assistant Secretary 

WILLIAM F. BAECK, Assistant General Manager 

a K. SWARTZ, Mgr., Brooklyn Banking 
ept. 

= P. STAIR, Trust Officer, Brooklyn Banking 
ept. 


DIRECTORS 


DeWitt Bailey 

Lucius H. Beers 

Louis V. Bright 
George F. Butterworth 
William M. Calder 
Edwin W. Coggeshall 


William P. Dixon 
William G. Gilmore 
Henry Goldman 
Richard T. Greene 
Frederic E. Gunnison 
August Heckscher 





Practical Answers to Tax Questions 


The proverbial Chinese puzzle is a simple de- 
vice compared with the multitude and variety of 
Federal income and special war tax problems 
put up to trust company officers and depart- 
ment managers by patrons. Many of these 
queries, of course, grow out of fiduciary rela- 
tions and call for expert as well as legal advice. 
Most of the trust companies, in large cities, 
have found it expedient to establish special tax 
departments and systematized service. The 
Broadway Trust Company of New York solves 
many of the problems presented by patrons by 
placing at their disposal a special pamphlet 
which bears the title “Practical Questions and 
Answers.” This covers an exhaustive range of 
questions and answers regarding the enforce- 
ment of Federal income and special tax laws en- 
acted by Congress within recent years. A fea- 
ture of this booklet is a graphic chart by which 
the amount of income tax may be figured.. The 
best available legal and authoritative sources of 
information were enlisted in the preparation of 
the booklet. 

The Franklin Trust Company has made ar- 
rangements with.the Federal Reserve Bank of 
New York, by which the bank will settle its 
daily balances at the Clearing House. Nearly 
all of the members of the Clearing House now 
avail themselves of this medium for settlements. 


Edwin C. Jameson 

J. Frederic Kernochan 
Philip Lehman 
Payson Merrill 

Edgar J. Phillips 

Dick 8. Ramsay 


William Schramm 
Thorwald Stalknecht 
William Ives Washburn 
John J. Watson, Jr. 
Albert H. Wiggin 





Valuable Booklets Issued by Bankers Trust 
Company of New York 


The Bankers Trust Company of New York 
renders its patrons and friends a valuable serv- 
ice in issuing a booklet which contains the com- 
plete text of the new War Revenue Act as 
passed by Congress on October 3d, including 
also a full text of the Income Tax law of 1916 
as now amended with digests. Of special in- 
terest to individuals, partnerships and corpora- 
tions affected by these important changes in 
Federal taxation the booklet contains a set of 
carefully prepared examples which show the 
operation of these taxes. Copies of this in- 
structive and timely publication may be secured 
free by readers of Trust CompANtiEs Magazine 
by communicating with the Bankers Trust Com- 
pany. 

The Bankers Trust Company has also pre- 
pared a pamphlet giving the text of the “Trad- 
ing with the Enemy Act.” 


The National City Company of New. York 
announces the payment of a bonus of 15 per 
cent. to all its clerical and general employees 
receiving annual. salaries of not more than 
$4,000. The bonus is paid in two installments— 
5 per cent. October 1st and 10 per cent. on 
Decembét 2ist. This bonus applies not only to 
the employees in New York, but is effective in 
all the correspondent offices of the company. 
































WILLIAM SCHALL, Jr. 


TRUST COMPANIES 






CARL MULLER 


MULLER, SCHALL & Co. 








MEMBERS NEW YORK STOCK EXCHANGE 


45 William Street, NEW YORK 


Foreign Exchange 
& Cable Transfers 








Letters of Credit 
Commercial and Travelers 


Collections 
Foreign & Domestic 





Special Investment Service by Bankers 
Trust Company 


The Bankers Trust Company of New York 
has perfected a special bond department to 
take care of the growing requirements of its 
investment clientele. The service calls for a 
statistical division which will analyze custom- 
ers’ investments and make suggestions for ex- 
change where it seems advisable. The depart- 
ment also is prepared to make suggestions in 
regard to new investments. 

It is obvious that a service of this kind as- 
sumes added importance because of the count- 
less factors requiring attention and adjustment 
in regard to individual investments at this time. 
The Bankers Trust Company has taken a fur- 
ther step in advance which is worthy of general 
emulation by other trust companies. It is also 
of interest to note that this new bond depart- 
ment, located on the third floor of the com- 
pany’s banking house at 16 Wall street, is also 
charged with the work of securing subscriptions 
for the new 4 per cent. Liberty bonds. In the 
last Liberty Loan campaign the Bankers Trust 
Company turned in subscriptions for $57,000,000. 

The organization of the new bond depart- 
ment has made necessary a re-arrangement and 
enlargement of office quarters. The bookkeep- 
ing department has been moved to the fourth 
floor, while the transfer department has moved 
to the basement of the building. The personal 
trust division will now be found in the space 
vacated by the securities department which has 
been merged into the bond department, while 
the loan and other divisions have been further 
enlarged. 

The last statement of the trust company 
showed total resources well in excess of $300,- 
000,000. Approximately $5,000,000 in dividends 
was disbursed by the Bankers Trust Company 
of New York between September 20th and Oc- 
tober 20th for account of various companies 
for which it acts as paying agent. These pay- 
ments involved the drawing, signing and mail- 
ing of about 52,000 checks. 








Official Promotions at Guaranty Trust 


Company 
“Civil service” and promotions to official 
staffs from the ranks doubtless makes for 


greater efficiency, loyal service and contentment 
in bank and trust company management. The 
wisdom of this policy has been amply tested by 
experience in connection with the big executive 
and clerical staffs at the Guaranty Trust Com- 
pany of New York. The rule of taking men 
from the ranks for official positions was again 
signally enforced in regard to numerous recent 
additions to the official family of this trust 
company. 

F. H. J. Sutton, who has been trust officer of 
the Guaranty Trust Company since 1910, and 
who was recently made a vice-president, joined 
the company as messenger. 

On October 3d the Guaranty Trust Company 
announced the appointments of Ellsworth St. 
John Prentice and Samuel Stuart Rapp as as- 
sistant secretaries; William R. Nelson as chief 
clerk; Thaddeus S. Dayton as manager of the 
publicity department and T. Y. Butterworth, as- 
sistant auditor. All of these are promotions 
from the ranks or junior positions, the length 
of service ranging as far back as 1901. Edmund 
Parker Tate, who was recently appointed an 
assistant treasurer, has been with the company 
since 1905. Rowland E. Cocks, who has been 
appointed an assistant trust officer also dates his 
association with the Guaranty Trust since 
1904. 

It is of interest to note that the Guaranty 
Trust Company has established free educational 
courses for its more than 1,800 employees. The 
subjects taught are: commercial geography, for- 
eign trade, foreign exchange, commercial Eng- 
lish, elementary English, French, Portuguese, 
Spanish, advanced French, investments and 
penmanship. Eminent and expert instructors 


have been engaged to cover these various 
branches. 
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War Tax Analysis 


For Individuals, Partnerships and Corporations 


An expert interpretation of the 





Income Tax, the War Income Tax 


and the War Excess Profits Tax 


This analysis covers the many perplexing problems con- 
fronting those subject to taxation. 


This booklet Q-80 will be sent upon request 


¢ ¢ ¢ 


THE NATIONAL CiTy COMPANY 
National City Bank Building, New York 


Effective Liberty Loan Work by 
Corn Exchange Bank 


The Corn Exchange Bank with its chain of 
39 branches in Greater New York, including 
the new Park avenue office, is accomplishing 
exceptional good work in enlisting small sub- 
scriptions to the second Liberty Loan. In con- 
nection with the first Liberty Loan issue the 
Corn Exchange filed subscriptions aggregating 
over $20,000,000, representing 33,000 individual 
subscribers. The management is calling upon 
these subscribers to double their original in- 
vestment and directs their attention to the privi- 
lege of exchanging the 3% per cent. bonds for 
the new 4 per cent. issue. 

A statement of financial condition, issued by 
the Corn Exchange Bank, under date of Octo- 
ber ist, shows total resources of $149,343,162, 
which represents a surplus of $11,049,710, over 
demand deposit liabilities, amounting to $138,- 
293,452. Cash aggregates $29,541,295; checks on 
other banks, $8,117,589; loans to individuals and 
corporations, $11,928,708; bonds of railroads 
and other corporations of first quality and eas- 
ily salable, $36,408,012; loans pavable, on the 
average, in less than three months, largely se- 
cured by collateral, $58,916,670; bonds, mort- 
gages and real estate, $1,074,931; seventeen 
banking houses, $3,355,954. 


The Fifth-Third National Bank of Cincinnati 

The bank over which the new President of 
the American Bankers’ Association, Mr. C. 
A. Hinsch presides, namely the Fifth-Third 
National Bank of Cincinnati, occupies a place 
of peculiar strength among the banking in- 
stitutions of the country. Under the able ad- 
ministration of President Hinsch the de- 
posits have been increased to $30,244,000, the 
capital being $3,000,000; surplus and undi- 
vided profits $1,628,961. Resources aggre- 
gate $39,511,000, of which $20,357,000 are in 
the form of loans; $10,066,000 cash due from 
banks and U. S. Treasurer; $3,048,000 in U. S. 
bonds and $4,684,000 other bonds and securities. 


At the special meeting of the board of direc- 
tors of the Guaranty Securities Corporation of 
New York, a dividend of 2 per cent. for the 
quarter ended September 30, 1917, was de- 
clared. The resignations of R. F. Wingard, 
secretary, and John B. Swinney, asst. secretary 
were accepted. The office of treasurer is left 
vacant through the death of Mr. James Alexan- 
der. H. M. Benson was elected secretary, W. J. 
Bold asst. secretary in addition to his position 
of asst. treasurer and D. P. Dinwoodie asst. 
treasurer. The directors announced the estab- 


lishment of a surplus out of undivided profits 
of $150,000. 
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Standing at 
Attention 


are standing 











23rd STREET where 
FIFTH AVENUE 


Capital 
meee Awe C0......3.sec08 $11,250,000 
es 6 Siats cle wale » eile 1,500,000 
Brooklyn Trust Co............. 1,500,000 
Céntral.. Steerer yr. 
Columbia ‘Trust.. i a cee a ee 5,000,000 
Commercial. . weeds. ap 500,000 
DN Fs cag hse cce¥ ee 1,500,000 
rs Le oh io aw apis atl 6,000,000 
Farmers’ Loan & Trust.......... 5,000,000 
hh. ams oaks Ane 1,000,000 
ee Lt oes mes hae 1,000,000 
MS os tein e's ous as 500,000 
I tN a 8 i pig cco x ele 25,000,000 
Ns aE ns ine oe ge ala 500,000 
1 ey a 500,000 
SE EET OE 500,000 
Lawyers’ Title Ins. & Trust...... 4,000,000 
Se EE A a 1,000,000 
NS SEE PLE OTE 1,000,000 
Mercantile Tr. & 8. Dep........ 1,000,000 
Metropolitan eS aaile ead cen oe 2,000,000 

nae anes O Teuet. «2... 1,000,000 
New Yy ee MOG CAD. s » s.0d-n'a ae 0 3,000,000 
Se a ens ae. Sos sa cae 1,000,000 
To 600,000 
een FR OR Ce 1,000,000 
Title Guarantee & Trust........ 5,000,000 
Transatlantic Trust............. 700,000 
Geek taste peace aseae 3,000,000 
eae 2,000,000 
OS SS ee ee 2,000,000 


*Quotations as of June 12, 1917. 





crosses BROADWAY 








Surplus 
and Profits 


Corrected by L. A. Norton, 25 Broad St. 


Deposits 
Sept 8, 
1917 
284,779,500 
29,882,900 
35,373,800 
184,447,100 
97,365,400 

4,382,600 
41,108,500 
194,334,600 
173,916,100 
11,501,400 
21,158,900 
9,157,900 
508,929,800 
9,889,200 
5,609,800 
24,987,400 
18,077,500 
14,625,200 
14,384,900 
5,822,800 
56,080,400 
32,204,300 
76,260,600 
26,874,600 
2,754,800 
8,734,100" 
31,383,900 
6,543,300 
87,429,300 
77,799,800 
66,963,100 


Par 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


CONDITION OF GREATER NEW YORK TRUST COMPANIES 


The unusual demands on the business of this Nation because 
of the war, make it necessary for finance and commerce to 
co-operate to the fullest degree. 
‘at attention,’ 


We of the banking army 
ready to assist our customers, 
and prospective customers, in any way possible toward the 
solution of their banking problems. 


GARFIELD NATIONAL BANK 


°Ask 


*Not including extra dividend 
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RECORD YEAR OF GROWTH BY CITIZENS COMMERCIAL TRUST 
COMPANY OF BUFFALO 


The first anniversary dinner of the Citizens 
Commercial Trust Company of Buffalo served 
not only as a celebration of a year of remark- 
able growth but also as a patriotic occasion on 
the eve of the flotation of the second Liberty 
Loan. It was quite a large family of stockhold- 
ers, directors, officers and employees that as- 
sembled at the Lafayette Hotel on the evening 
of October 1st—over 200 in all. Mr. John Gar- 
din, vice-president of the National City Bank 
of New York was the principal speaker of the 
evening and made an inspiring appeal for ef- 
fective co-operation in 
subscriptions. 

The event marked a year of exceptional 
achievement for the Citizens Commercial Trust 
Company. William H. Crosby, president of 
the company, gave credit to the personnel of the 
organization for the great strides made during 
the first year of the company’s existence. When 
the company was organized a year ago it took 
over the Citizens Bank which was founded 27 
years ago, and the Black Rock Bank. With this 
nucleus and elegant main offices in Ellicott the 
Citizens Commercial gained in deposits during 
the past year not less than $7,320,000, practi- 
cally doubling its deposit holdings during that 
period. $18,000,000, 


raising Liberty Loan 


Resources are now over 


with 11,000 accounts in the banking department 
and 12,000 accounts in the Christman Club oper- 
ated by the company. 

The first anniversary banquet, which is to be- 
come an annual event, served also to emphasize 
the fine spirit of mutual co-operation which ani- 
mates directors, stockholders, officers and em- 
ployees. That the patriotic pulse also beats high 
among the members of the Citizens Commercial 
staff was indicated by the enthusiasm which 
greeted Mr. Gardin, the speaker of the evening 
when he called upon those present to exert their 
best efforts as civilian-soldiers to help win the 
war. “War is just as much a matter of money 
as it is of men,” said Mr. Gardin. “The money 
must come from the people, and our people 
stand ready with their last cent to support the 
army of fighters at the front. The potentiality 
of this nation is unbounded. One year has 
added $60,000,000,000 to the national wealth.” 

Other speakers at the banquet were: Norman 
A. MacDonald, vice-president of the company, 
and Joseph Block, chairman of the board of di- 
rectors, who told about the small beginning of 
the organization in the old Citizens’ Bank in 
William street, and also traced the progress and 
methods by which the resources were brought 
up to an aggregate of $18,000,000 at the end of 
the first year. 


First ANNIVERSARY BANQUET OF DirREcTORS, OFFICERS, STOCKHOLDERS AND EMPLOYEES OF THE 
CitizENs COMMERCIAL TRUST COMPANY OF BUFFALO, WHICH ACHIEVED A RECORD 


Deposit GAIN OF 


7,320,000 DurING THE First YEAR 
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CITIZENS 
TRUST COMPANY 


Seneca Square, Utica, N. Y. 


Send us your Central New York business. 
The close personal attention of officers, 
modern building and latest equipment 
insures best attention and prompt returns. 


Capital and Surplus More Than - $1,000,000 
Total Resources More Than Ten Million Dollars 


W. L. TABER, 
President 


F. H. DOOLITTLE, 
Vice-Pres. and Sec'y 


New Treasurer for Syracuse Trust Company 


Announcement has been made of the election 
of E. T. Eshelman of Niagara Falls to the 
office of treasurer of the Syracuse Trust Com- 
pany of Syracuse, N. Y. Mr. Eschelman began 
his new duties on October ist. He has been 
employed as a bank examiner of the New York 
State Banking Department for the past eight 
years and for the past two years has been chief 
examiner for the western district of New York 
State with headquarters at Buffalo. 

Mr. Eshelman is forty years old and has a 
splendid record as one of the most efficient men 
on the staff of bank examiners. His services 
will be valuable in developing the business of 
the Syracuse Trust Company which has capital 
and surplus of $1,000,000. The official staff of 
the Syracuse Trust Company is composed of 
J. M. Gilbert, president; H. S. Tenney, vice- 
president; H. S. Holden, vice-president; An- 
thony Lamb, vice-president; E. T. Eshelman, 
treasurer; J. H. Wilson, secretary, and C. E. 
Trinder, trust officer. 


At the last regular meeting of the directors 
of the Union Trust Trust Company of Balti- 
more an extra dividend of 2 per cent. was de- 
clared in addition to the regular semi-annual 
dividend of 3 per cent. 
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E. T. EsHeELMAN 


Newly Elected Treasurer of the Syracuse Trust 
Company of New York 
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Philadelphia 


Special Correspondence 


Philadelphia Trust Companies and Reserve 
System 


Interest in the subject of membership in the 
Federal Reserve system has been stimulated 
among local trust company managements by 
the recent announcements of important trust 
company additions, including the Girard Trust 
Company of this city. The Girard Trust Com- 
pany is the first Philadelphia trust company to 
take such action, in accordance with the per- 
missive legislation enacted not long ago by the 
State legislature. The question of membership 
has also become somewhat less academic be- 
cause of the number of leading trust companies 
of New York which have joined the Federal 
system, retaining, however, their State charters. 

The situation in regard to so-called “old line” 
and senior trust companies of Philadelphia is 
somewhat different from that existing in most 
other cities where commercial banking activities 
are countenanced both by law and practice. The 
fact, however, that Philadelphia trust companies 
are not in position to take direct advantage of 
the facilities of the Federal Reserve system 
because they have no paper in their portfolios 
available for rediscount, does not mean that 
they are indisposed to bring about changes 
which may eventually justify membership. They 
are, for the most part, already doing all that 
they can within reason, to render patriotic serv- 
ice by giving up their gold reserves to the cus- 
tody of the Federal Reserve Bank of Philadel- 
phia and in forwarding gold or gold certificates 
against which they accept Federal Reserve 
notes. In this manner they are rendering the 
most practical assistance possible to the Govern- 
ment in conservation and control of reserve and 
gold resources. 


The situation between the National banks and 
trust companies has never been such in Phila- 
delphia as justified the recent decision of the 
United States Supreme Court to uphold the law 
granting trust powers to National banks be- 
cause the latter had to meet the active bank- 
ing competition of trust companies. In Phila- 
delphia, among the truly representative trust 
companies the fine line of cleavage as between 
trust and banking functions has been religiously 
observed. It created a wholesome relationship 
between National banks and trust companies— 
each occupying their own fields. The tendency 
created by the Federal Reserve Act is undeni- 
ably to break down this distinction and force 
trust companies, as a result of the operation of 
the Federal system, to enter the business of 
commercial banking. It may be a matter of 
genuine regret that such is the case but with 


Franklin 


National Bank 
PHILADELPHIA 


INCORPORATED 1900 


CAPITAL, - - $1,000,000 
SURPLUS, - - 3,250,000 


J. R. McALLISTER, 
President 


J. A. HARRIS, Jr., E. P. PASSMORE, 
Vice-President Vice-kresident 


J. WM. HARDT, E, E. SHIELDS, 
Cashier Asst. Cashier 


Travelers’ Letters of Credit Issued. 
Foreign Exchange in all its Branches. 


Invites the accounts of Trust 

Companies, Banks, Bankers, 

Corporations, Mercantile 
Firms and Individuals 


National banks authorized to engage in fiduciary 
business and equipped with all the safeguards 
and privileges of the Federal system the trust 
companies have no alternative but to seek simi- 
lar facilities and take on active commercial ac- 
counts. 

The law in Pennsylvania technically states 
that trust companies may not discount commer- 
cial paper. Among the senior trust companies 
of this city this technicality is strictly observed. 
Among the junior trust companies, however, 
commercial paper is bought and the same is 
true of trust companies in Pittsburgh and other 
parts of Pennsylvania. In view of the pressure 
upon trust companies to enter the Federal Re- 
serve system for both patriotic and practical 
reasons a bill was presented at the last session 
of the Legislature to amend the constitution so 
as to permit trust companies to discount paper. 
This failed to pass but a Commission to codify 
the trust company laws has been approved by 
the Governor and the matter of granting dis- 
count powers as well as broadening the scope 
of trust fund investments will come before that 
body. Because of this inability of the big trust 
companies of Philadelphia to directly acquire 
the kind of paper available for rediscounts they 
will not expose themselves to any criticism if 
they, at this time, do not apply for membership 
in the Federal Reserve system. 
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THE 
FARMERS’ AND MECHANICS’ 


NATIONAL BANK of PHILADELPHIA 


Solicits the accounts of Trust Companies, Banks and Bankers, and 
offers to them unexcelled facilities for handling general business. 


DEPOSITS $17,700,000.00 


The Second Liberty Loan in Philadelphia 


Subscriptions rolled up during the first two 
weeks of the second Liberty Loan campaign 
indicate that Philadelphia will again give a fine 
example of loyal support to the Government in 
providing the sinews of war. Since October 
ist, when the campaign was inaugurated, the 
ordinary business of local banks and trust com- 
panies has again been subordinated to the re- 
quirements of the Liberty Loan campaign. Ac- 
commodation to their patrons who wish to sub- 
scribe for Liberty bonds either by using their 
credit or by means of instalments, receives prior 
attention and liberal treatment. Fortunately the 
banking and trust company situation is one of 
unquestioned strength because of the wisdom 
and prudence with which the managements have 
“set their house” in order in anticipation of the 
second war bond drive. In addition the local 
banks have met, without any serious disturbance 
to the money market or to legitimate business 
or industrial interests, the demands for Govern- 
ment withdrawal of deposits and absorption of 
Treasury certificates on a large scale. 

Among some of the preliminary large sub- 
scriptions to the second Liberty Loan announced 
in behalf of local banks and trust companies, 
which in many cases doubtless will be substan- 
tially increased in the final returns from these 
institutions, are: Pennsylvania Company for In- 
surance on Lives and Granting Annuities, Gir- 
ard Trust Company and Fidelity Trust Com- 
pany $2,000,000 each; Girard National Bank, 
First National Bank, Commercial Trust Com- 
pany, Third National Bank, Central National 
Bank and others, $1,000,000 each. Numerous 
other subscriptions on behalf of banks and trust 
companies, ranging up to $1,000,000 each were 
made known during the beginning of the cam- 
paign. As the result of a meeting of bank and 
trust company representatives at the Bellevue- 
Stratford and the improved machinery of the 
Federal Reserve Bank of Philadelphia Liberty 
Loan Committee, the work of financing Phila- 
delphia’s quota is being conducted with much 
greater ease. 


ORGANIZED 1807 





War Finance and Philadelphia Banking 
Situation 

It is remarkable that Philadelphia National 
banks and trust companies have been able to 
maintain such a high degree of stability and 
resourcefulness, comparing favorably with the 
most prosperous and normal records of the 
past, in the face of extraordinary war demands. 
Earnings of the National banks for the year 
ended September 11th, aggregated $5,741,756, 
equal to 27.1 per cent. on $21,155,000 capital as 
compared with earnings of $4,138,000 for the 
same period the year previous and $2,258,000 for 
the corresponding period of 1914-1915. Surplus 
and undivided profits increased $2,928,000 and 
dividends of $2,813,000 were paid. Although de- 
posits in some measure reflect Liberty Loan and 
war operations the total on September 11th, 
was $484,583,000 as against $460,000,000 last 
June and the high of $505,458,000 last May be- 
fore the first Liberty Loan campaign. At that 
deposits are now $43,000,000 higher than a year 
ago. The splendid liquid condition of the banks 
is also reflected in a decrease of bond and se- 
curity holdings to $68,000,000 as compared with 
$72,000,000 last June. Although the deposits of 
the 76 trust companies, State and savings banks 
are slightly less than last spring the total of 
$549,000,000 is still $138,000,000 over the hold- 
ings three years ago. Surplus and undivided 
profits stand at the record figure of $103,000,- 
000. Significant of the strength of the local 
banking and trust company situation also is the 
fact that their stocks, at recent auction sales, 
have not suffered from the slump which af- 
fected the general list of securities. 


The Philadelphia Chapter, American Institute 
of Banking, has opened its school for banking 
in the Washington Building, with more than 250 
pupils, of whom fully one-half were women. 
The instructions in the course are being given 
by Freas B. Snyder, vice-president of the First 
National Bank, and O. Howard Wolfe, assistant 
cashier of the Philadelphia National Bank. 
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Hourth Street National Bank 


PHILADELPHIA 


CAPITAL - 


- $3,000,000 
SURPLUS and PROFITS 


$6,800,000 


OFFICERS 


E. F. SHANBACKER. President 


FRANK G. ROGERS, Vice-President 
R. J. CLARK, Vice-President & Cashier 
W. K. HARDT, Vice-President 


Offers Unexcelled 


Facihities 


W. A. BULKLEY, Assistant Cashier 
C. F. SHAW, Jr.. Assistant Cashier 
W. R. HUMPHREYS, Assistant Cashier 


Correspondence 


Invited 





Influence of War on Bank Advertising 


A wealth of tradition and historical lore, 
reaching far back into Revolutionary days, sur- 
rounds some of the old National banks of this 
city. It is interesting to observe that these 
associations of former days derive an added 
significance today. The bank managements are 
not unmindful of this if we judge from the 
advertising which they put out. The Girard 
National Bank dwells on “Yesterday and To- 
day,” referring to the war of 1812 when Ste- 
phen Girard, whose name this bank bears, prac- 
tically rescued the Government from financial 
breakdown by taking an entire loan of $5,000,- 
000. The institution is justly proud of the fact 
that the same spirit of patriotic service still 
animates the Girard National Bank. The First 
National Bank of Philadelphia, in its advertis- 
ing, bears upon the fact that this was the first 
National bank chartered in the United States. 
The Farmers and Mechanics National Bank, in 
its active Liberty Loan work, maintains the fine 
public-spirited record which has always charac- 
terized its management since organization in 
1807. 


The new Ambler Trust Company of Ambler, 
Pa., has opened for business with a capital of 
$200,000, and under the management of William 
C. Brister, president; T. Duncan Just and Ells- 
worth L. Posey, vice-presidents, and William E. 
Leedom, secretary and treasurer. 


Camden Bankers’ Association 

The Camden Bankers’ Association held its 
annual meeting recently and action was taken 
to co-operate in the work of raising Liberty 
Loan subscriptions. 

The following officers were elected: Presi- 
dent, Edward L. Farr, president of Camden 
Safe Deposit and Trust Company; treasurer, 
George L. Pitman, of the Merchantville Na- 
tional Bank; secretary, Charles H. Laird, Jr., 
treasurer of the West Jersey Trust Company; 
vice-president, F. Morse Archer, vice-president 
of the National State Bank; executive com- 
mittee, Joshua Borton, president of» Security 
Trust Company; Elias S. Davis, cashier of 
Camden National Bank, and David Rash, Col- 
lingswood National Bank. 


The Provident Life & Trust Company has de- 
clared a quarterly dividend of 5 per cent.,xthis 
being the first dividend since the capital stock 
was increased from $1,000,000 to $2,000,000. 
This places the increased stock upon a 20 per 
cent. annual basis. Before the capital was dou- 
bled the annual rate was 36 per cent. 


A new trust company is being organized at 
Erie, Pa., to have a capital of $200,000 and be 
incorporated under the name of the Central 
Title and Trust Company. 
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CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 

CE OS Se a eee $200,000 
ee a Sa 125,000 
Central Trust & Savings.................-. 750,000 
Se wi 4 sce au vice gees 0.805. 200,000 
SERS ae eae 500,000 
Columbia Ave. Sav. Fd., Safe Dep. T.& T.. 500,000 
EEE IE Se EET 1,000,000 
Commonwealth Title Ins. & Trust......... 1,000,000 
Continental Equitable Trust............ . 1,000,000 
Bompiee Tae & Trapt Co... os cccccesss 500,000 
Excelsior Trust & Saving Fund........... 300,000 
EES SS Se eee 500,000 
rE Lt, Sens ee ken enw eee cain 200,000 
NY SI Sd a a nis elak wees 64% 4,000,000 
Finance Co. of Pennsylvania, Ist pfd....... 1,540,000 
Finance Co. of Pennsylvania, 2d pfd....... 1,560,000 
i OE Cc nko idence wiee.c 0440.08 250,000 
ere 600,000 
German Amer. Title & Trust Co........... 500,000 
ON TERME. wcsacawas seeesccdvss 600,000 
Girard Ave. Title & Trust...........c2000- 200,000 
EEN 0% oo lb chk Anne 6.00 600 «606 2,500,000 
Guarantee Trust & Safe Deposit........... 1,000,000 
Haddington Title & Trust Co............. 125,000 
ES EE ere 500,000 
eee Se Lf 125,000 
Industrial Trust, Title & Savings.......... 500,000 
Integrity Title Ins. Tr. & Safe Dept........ 500,000 
EE SE 6 200,000 
Pe We Py CF oe eee 2,000,000 
Se Se Re aay eer 1,000,000 
NN ek aekebew sie e'e 250,000 
Market St. Title & Trust Co.............. 250,000 
Merchants’ Union Trust.................. 1,000,000 
Mortgage Trust Co. of Pennsylvania....... 500,000 
I Na re ons vw o's bv. 0 we 0 0¥' 8 750,000 
I MT irs in 0 6s ow. a'oeeenades 500, 

North Philadelphia Trust Co.............. 150,000 
Northwestern Trust Co................02. 150,000 
i TRS. Ani wks ap anak dies ae te 150,000 
Penn. Co. for Ins. on Lives & Grant. Ann... 2,000,000 
ec eictcn sua ch oh o<é.0.00\e nue oe 750,000 
Philadelphia Mtge. & Trust Co............ 125,000 
EE SS ene ,000, 

Provident Life &Trust Co. of Phila........ 2,000,000 
Real Estate Trust Co., Com.............. 1,500,000 
Real Estate Trust Co., Pfd................ 4,500,000 
Real Estate Title Ins. & Trust Co.......... 1,000,000 
I ian. oe ics adie bp wie b 4606 500, 

IE MIE EID, 3 oc vce ntcesceccsiccee 250,000 
"Ee ee ee 1,000,000 
NEAR, aids g Oda acd van aewec's ews ,000 
I a ae 125,000 
United Sec. Life Ins. & Trust Co........... 1,000,000 
Wayne Junction Trust Co................. 160,000 
OS aaa ea ee 2,000,000 
West Philadelphia Title & Tr. Co.......... 500,000 


Surplus and 


Undivided Deposits Last 
Profits Aug. 21, Par Sale Date 
Aug. 21, 1917 1917 

$192,884 $1,094,085 100 160 4-19-16 
72,672 634,276 50 35 1-17-17 
555,898 5,695,502 50 6314 6-27-17 
180,560 1,878,086 100 149 9-26-17 
318,910 2,194,500 50 100 7-11-17 
553,182 2,699,185 100 201 7-11-17 
2,107,223 22,698,077 100 415 9-26-17 
1,314,181 6,162,272 100 250 10- 3-17 
1,174,730 7,655,135 50 87 10- 3-17 
41,624 508,165 50 15 4-18-17 
171,568 1,396,127 50 65 6-13-17 
135,009 1,498,621 100 100 7-18-17 
87,222 1,594,574 100 125 7-18-17 
17,762,081 33,185,252 100 570 9-26-17 
2,226,999 932,911 100 118 6-27-17 
pietewee | aton.cons 100 115 10-11-16 
499,200 3,875,392 50 166 10- 6-15 
281,447 4,192,152 50 75 8- 8-17 
551,648 2,299,572 50 102% 6-27-17 
1,054,410 7,742,783 100 305% 5-23-17 
183,735 1,170,586 50 73 3- 7-17 
9,299,384 47,942,753 100 866 5- 2-17 
740,807 8,171,960 100 155 5-23-17 
48,647 1,142,872 100 110 2-14-17 
227,736 1,710,861 100 160 7- 3-17 
101,420 657,102 50 62% 6-13-17 
1,260,502 6,340,029 50 176 6- 7-16 
1,576,047 5,506,130 50 220 1-19-16 


206,295 3,584,376 50 604% 10-18-1C 
5,301,925 13,132,968 100 515% 8- 8-17 
4,667,709 100 150% 7-25-17 
263,393 1,898,289 25 64144 SB. 787 
235,825 2,974,145 50 105% 8-29-17 

90 


257,896 1,864,554 100 8-15-17 
7,719 35,506 25 35 8- 6-13 
67,859 757 ,862 50 30 8-22-17 
2,121,505 8,765,466 100 554 7-11-17 
277,121 2,849,563 50 210 3-17-17 


530,132 3,708,185 50 258% 11-22-16 
113,138 1,087,527 100 132% 8-15-17 
5,768,049 34,915,678 100 700 10- 3-17 
141,484 1,662,015 50 35% =10- 3-17 


RS see 100 54% ~=10-25-16 
5,132,567 17,862,170 100 830% 10- 3-17 
5,992,214 12,940,227 100 K455 7-18-17 
Ne hehe 6,592,255 100 45 4-11-17 
heist 4 Sah pinin a Con 10- 3-17 
1,882,078 5,080,202 100 315 8-15-17 


231,636 1,690,791 50 62% 7-11-17 
87,669 1,649,850 50 50% 4-25-17 
194,640 1,465,516 100 65 9-19-17 
213,172 1,348,071 100 240 4- 8-14 
33,395 1,001,963 50 78% 8-15-17 


1,042,390 1,848,734 100 133% 5-23-17 
59,272 816,885 100 100 2- 2-16 
2,137,243 7,666,977 100 174 9-12-17 


594,504 3,822,692 50 150% = i11- 8-16 





A New Trust Company inTopeka, Kansas 

The management of the Farm Mortgage 
Company of Topeka, Kan., which has been in 
successful operation since 1912 contemplates or- 
ganizing its business under a trust company 
charter. Housed in a modern building, with 
capital of $100,000 fully paid in and with loans 
negotiated during 1916, aggregating $1,553,512, 
the corporation will start out under most prom- 
ising auspices as a trust company. 





An American Bank for Northern Brazil 

The Mercantile Bank of the Americas, Inc., 
New York, will shortly open an American bank 
at Para, Brazil. This bank has been extending 
its business gradually by the establishment of 
American institutions in Peru, Ecuador, Vene- 
zuela, Colombia, Nicaragua, and other Central 
American Republics, as well as in Paris, Barce- 
lona and Genoa. The entry of this American 
bank for foreign trade in the district will ex- 
tend our relations over a new and vast com- 
mercial field. 
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Boston 


Special Correspondence 


Influence of War Finance on Money and 
Bank Deposits 


The task of raising hundreds of millions of 
funds for the Government presents somewhat 
more complicated problems for the banking and 
trust company interests of New England than 
for the rest of the country. In the redistribu- 
tion of proceeds by the Treasury for Federal 
expenditures New England industries and busi- 
ness are not nearly as well favored as the steel 
and agricultural sections. High wages and in- 
sistent labor demands, on the one hand, have 
cut down very materially the item of excess 
war profits from which the Government ex- 
pects such high tribute under the War Revenue 
Bill. Secondly, money has not been so plenti- 
ful in this part of the country as in the other 
Eastern States and especially in the agricultural 
regions of the Middle West. The Comptrollers’ 
figures as to National bank surplus reserves 
shows that plainly. It is clearly reflected like- 
wise in the increasing stringency in the local 
money market and the unusual extent to which 
country banks are drawing down their balances 
with city correspondents. Another important 
consideration grows out of the large security 
holdings by investors in New England, espe- 
cially where these securities are in the form of 
railroad securities, which have suffered depre- 
ciation from war time conditions and face fur- 
ther decline because of the priority and pres- 
sure of Government bonds. 

Despite these handicaps Boston bankers and 
trust company men are animated by an irre- 
sistible spirit of loyalty and a determination to 
turn in a big margin over the $300,000,000 Lib- 
erty Loan bonds alloted to New England under 
the second issue. Boston is alive with the pa- 
triotic fervor. Every noon the Common is 
thronged with crowds of people, attracted by 
speakers at the Liberty Loan cottage erected 
upon that historic site and which lends itself so 
peculiarly to appeals to loyalty and liberty. 
Every bank and trust company is doing more 
than “it’s bit” and wholesome rivalry prevails 
as to which institution shall turn in the biggest 
totals of subscriptions. 


Integrity of Trust Administration 


Investigation discloses the fact that the Fed- 
eral Reserve Board has in a number of in- 
stances granted trust powers to National banks 
in smaller communities in New England which 
have minimum capital of $25,000, whereas the 
capital requirements of trust companies in the 
same localities under the State laws are substan- 
tially in excess of that amount. It is further 


American 
Trust Company 


Member Federal Reserve System 
50 State Street BOSTON 


Chartered 1881 


Capital - - $1,000,000. 


Surplus (earned) over 2,500,000. 
Total Resources - 26,000,000. 


ACCOUNTS INVITED 


BUNKER HILL BRANCH—City Square, Charlestown. 


ascertained that in many instances such grants 
of trust powers have been extended without 
any other preliminary of examination as to fit- 
ness or need of such functions aside from the 
filing of an application by the National bank. 
The writer knows of one instance where appli- 
cation was made by a small country National 
bank and the application was promptly granted 
almost by return mail. 

This policy is hardly consistent with the state- 
ments of the Federal Reserve Board that it 
would exercise due discretion and be governed 
by certain requirements before granting trust 
powers, with proper regard for the responsibili- 
ties which attach to the administration of trusts. 
While the United States Supreme Court has 
affirmed the legality of the law conferring trust 
powers on National banks the fact remains that 
National banks are not entitled to an unfair 
advantage in regard to immunity from invest- 
ment and other restrictions as to capital, etc., 
which apply to trust companies in the same 
localities. 


Boston banks and trust companies are em- 
ploying women in increasing numbers in various 
departments to take the place of men called into 
National service. Special classes for instruction 
of women in the rudiments of banking business 
have been organized. 
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INCORPORATED 1869 


THE New ENGLAND TRUST COMPANY 
BOSTON, MASS. 


CaPITAL, $1,000,000 


SURPLUS AND PROFITS OVER $3,000,000 


TRANSACTS A GENERAL TRUST AND BANKING BUSINESS 


WRITE FOR OUR BOOKLET 
THE MANAGEMENT OF TRUST PROPERTY” 


JAMES R. HOOPER, PRESIDENT 


ARTHUR ADAMS, VICE-PRESIDENT 


ALEXANDER COCHRANE, VICE-PRESIDENT 
FREDERICK W. ALLEN, TREASURER 

EDWARD B. LADD, ASSISTANT TREASURER 
RAYMOND MERRILL, ASSISTANT TREASURER 
ROBERT B. GAGE, MANAGER SAFE DEPOSIT VAULTS 


FREDERICK P. FiSH, Vice-PRESIDENT 

HENRY N. MARR, SECRETARY 

ORRIN C. HART, Trust OFFicerR 

ARTHUR F. THOMAS, ASSISTANT TRUST OFFICER 
CHARLES E. NOTT. AssisTANT SECRETARY 


THE OLDEST TRUST COMPANY IN BOSTON 











Trust Company Membership in Reserve 
System 

The action of a number of the leading trust 
companies of New York and Boston in availing 
themselves of the privilege of becoming mem- 
bers of the Federal Reserve system is expected 
to influence similar action on the part of other 
Massachusetts trust companies. With the ex- 
ception of a few trust companies in Boston 
which have not engaged in active commercial 
banking but have devoted themselves mainly to 
building up their trust departments the char- 
acter of assets held by trust companies in this 
Commonwealth is such as to justify member- 
ship. Here in Boston, for example, the trust 
companies practically take the place of State 
banks of discount and exercise full banking and 
loaning powers upon commercial assets. There 
is the further consideration that in time of 
stress non-member institutions will not be able 
to avail themselves of Clearing House certifi- 
cates as in the past. Patriotic reasons also 
exert strong pressure in bringing a larger num- 
ber of trust companies to a more favorable 
viewpoint as to membership. 


Tax Commissioner Trefry of Massachusetts 
has decided that the rate for the corporate 
franchise tax this year will be $19.47, an in- 
crease of 33c. over last year’s rate. 


Chapter President Joins Trust Company 
Staff 
Stevens, 
Chapter of the American Institute of Banking, 
has just been made an assistant cashier of the 


Charles W. president of Boston 


Old Colony Trust Company of Boston. Mr. 
Stevens has been in the banking business for 
sixteen years and entered the employ of the Old 
Colony in 1907, where for the last four years he 
has been coupon teller. Mr. Stevens has served 
as a member of the board of governors and 
for several years as secretary and treasurer of 
Boston Chapter. His promotion at this time 
will be welcome news to members of the Insti- 
tute all over the United States. 

The New England Trust Company is dis- 
tributing an instructive booklet entitled “The 
Management of Trust Property.” The trust 
department of this company now holds over 
$26,000,000 of trust property. 


Two new offices, that of assistant secretary 
and assistant treasurer, have been created by the 
Chelsea Trust Company of Chelsea, Mass., to 
which Martin J. Casey and Everett K. Hamil, 
respectively, have been appointed. 


The Addison County Trust Company has 
been organized at Middlebury, Vt., with $50,000 
capital. 




























BEACON 


20 MILK STREET, BOSTON, MASS. 


Capital - - - - $600,000.00 
Deposits - - - - 





OFFICERS 
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TRUST COMPANY 


Surplus and Profits - 


Faneuil Hall Branch, 3 South Market Street 


$1,100,000.00 
- $15,000,000.00 


CHARLES B. JOPP, President 


C. L. BILLMAN, Vice-Pres. and Treas. 
F. B. LAWLER, Vice-Pres. 


GEORGE H. POOR, Secretary 
ROBERT G. SHAW, Jr., Asst. Treas. 


ALFRED 8. NELSON, Asst. Treas. 


Interest allowed on Deposits 


Gains by American Trust Company 

During the past year the American Trust 
Company of Boston has made an exceptional 
record of growth. Surplus and undivided prof- 
its have increased from $2,593,000 to $2,730,930, 
with capital of $1,000,000. During the same 
period deposits increased from $20,758,000 to 
$21,731,000. Combined assets now are $25,862,- 
000, including loans on time $14,324,949; loans 
on demand, $3,672,135; cash in office and banks, 
$4,897,498; investments, $2,568,119, and custom- 
ers’ liabilities under acceptances, $400,000. The 
officers are: Russell G. president ; 
Arthur B. Chapin, vice-president; Waldo F. 
Glidden, treasurer; Charles H. Bowen, secre- 
tary; Arthur Bancroft, asst. treasurer; Fred 
K. Brown, manager Bunker Hill Branch. 


Fessenden, 





The Old Colony Trust Company reports total 
par value of securities held by this company in 
its trust department under corporate trusts, of 
over $325,000,000, 


$300 and over subject to Check 


Monthly Letters to Depositors 

The Wachovia Bank and Trust Company 
of Winston-Salem, North Carolina, of which 
F. H. Fries is president, has introduced a 
plan of issuing brief monthly letters to de- 
positors. Each letter bears upon some par- 
ticular and timely phase of service provided 
by the company: The September letter ac- 
centuates the credit facilities offered to cus- 
tomers and publish the company’s own credit 
statement in substantiation. The steady 
progress of the company is reflected by total 
resources aggregating $12,925,406 of which 
$10,433,000 consist of loans and investments 
and $2,118,000 cash and due from banks. De- 
posits amount to nearly eleven million with 
capital of $1,250,000 and undivided profits of 
$743,000. 





The Farmers Trust Company is being organ- 
ized at Danville, O., with $250,000 capital, by 
C. R. Anderson and Edward Alcorn. 











~ CONDITION OF BOSTON TRUST ‘COMPANIES — 


Surplus and 


Undivided 
Profits Deposits Book Last Div 

Capital June 20,1917 June 20,1917 Value Sale Rate 
BEE CURE Es 65 so bec ercercaseces $1,000,000 $2,673,831 $21,578,458 363 350 12% 
RI IONE son o.oo at aesde een erece 600,000 1,135,206 14,249,505 283 270 12% 
Boston Safe Deposit & Trust Co........ 1,000,000 3,356,195 15,375,492 429 *400 16% 
Charlestown Trust Co. ......ccccccccces 200,000 67,829 1,053,495 pa 6% 
CR SEM sci cescccccesccavces 100,000 65,700 998,078 163 165 7% 
Commonwealth Trust Co............... 1,000,000 791,970 20,472,575 176 §=175 8% 
Cosmopolitan Trust Co................. 200,000 170,000 3,500,000 162 *180 6% 
Dowemesber Trust COs occi cc cwcccssccecs 300,000 118,800 2,175,000 139 125 8% 
ee eee eee 600,000 603,300 6,597,440 185 150 6% 
PE TN os aiid wn ooh cawesease's 1,000,000 400,000 8,487,060 146 137 7% 
BNI. Sa ccudwacemsvcsccces 1,633,400 458,460 3,667,117 127 122 6% 
International Trust Co................. 1,500,000 1,837,758 19 »392,964 220 205 8% 
BT RDN iin o.vicc oh bb 50 0 00 anc 200,000 360,000 3,828,000 276 250 10% 
EE EE 250,000 229,083 1,540,788 191 170 8% 
Massachusetts Trust Co................ 500,000 363,030 6,1 19,436 171 *165 6% 
Metropolitan Trust Co................. 300,000 325,170 4,556,598 208 200 8% 
New England Trust Co................. 1,000,000 3,534,447 23,091,185 424 400 20% 
Ge ey Le ere 6,000,000 7,468,432 113,137,998 225 265 12% 
ey Se So rs 200,000 41,612 1,358,505 120 130 4% 
er a oak ba bes a ae oee ee 200,000 137,618 923,000 164 135 Sie 
TN es on oa a pibes oaa'e 200,000 209,685 2,085,583 203 *200 8% 
State Street Trust Co................-. 1,000,000 1,767,429 28,789,316 274 *280 8% 
ns Sakae ee oa nce aenbee 115,920 2,279,303 149 130 6% 
United States Trust Co..........:...... 1,380,764 7,167,865 224 250 12% 


* Stock can only be bought and sold PR yo of Directors. 
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. 
Chicago 
Special Correspondence 
New Banking Perspectives 

The tremendous financial responsibilities as- 
sumed by the Federal Government in the con- 
duct of the war have not only changed the 
perspective of the individual bankers’ operations 
but have undoubtedly strengthened his faith 
and reliance in the Federal Reserve system. 
The “change of heart” is not peculiar to bank- 
ers of this city but characterizes the attitude of 
the fraternity throughout the country. It is 
interesting to observe, however, how the tre- 
mendous problems of readjustment and finance, 
incident to placing the country upon a war basis, 
has influenced not only the sentiments but also 
the fundamental methods of bankers in their 
attitude toward the Federal Reserve system. 
For a considerable spell after the establishment 
of the Federal Reserve banks there persisted 
the suspicion that the system might prove dan- 
gerous because of its susceptibility to political 
influences. Today this prejudice has completely 
disappeared, at least in banking circles of this 
city and district. There was a time when many 
bankers were distressed by the loss of earnings 
due to deposit of reserves in the Federal Re- 
serve banks upon which they received no inter- 
est returns. Judging from returns this loss has 
not materialized and there is general agreement 
that the services already provided by these re- 
serve institutions and the assurance of safety 
they hold forth more than offset any sacrifice 
of earning capacity due to membership. It was 
also feared that the transfer of legal reserves 
would pull down severely the balances carried 
in city banks by their country correspondents 
and that many such profitable connections 
would be severed. Experience has shown, that 
the country bankers still find it necessary to 
maintain comfortable balances and that the in- 
ter-banking relations are maintained. 

The Federal Reserve check collection and 
clearing system is justifying itself in the opin- 
ion of many bankers, although in the country 
districts the loss of exchange revenue is still 
a sore spot. It is undeniable that the operation 
of this plan is steadily reducing the cost of ex- 
change and also the cumbersome “float” of 
items in transit. But, perhaps, the most remark- 
able change in the attitude of bankers is the 
growing sentiment in favor of “rediscounts.” 
While it is true that the amount of rediscounted 
bills held by the Federal Reserve banks of this 
and other districts is small in comparison to 
the volume of banking assets or the opportunity 
for expansion of borrowings in this direction, 
there is doubtless a prospect of much heavier 
reliance upon the Federal Reserve banks as the 
burden of war financing becomes more acute. 





The B/y 
Collection Bank 
of Chicago 


We have a special proposition for any 
bank or corporation handling bill of 
lading drafts on Chicago and Eastern 
or Western points. 


Union Trust Company 
CHICAGO 


Strictly a Commercial Bank 
Member of the Federal Reserve System 
Established 1869 





Chicago Savings Bank and Trust Co., Joins 
Reserve System 


Another Chicago trust company, namely the 
Chicago Savings Bank and Trust Company, has 
joined the Federal Reserve system. This insti- 
tution was admitted to membership on Septem- 
ber 29th. The latest statement of this company 
shows total resources of $12,729,000, with de- 
posits of $10,838,000. The president is Lucius 
Teter, who made a strong argument for trust 
company membership at the recent annual 
meeting of the Trust Company Section, Ameri- 
can Bankers’ Association. Among the other 
Chicago State institutions, now affiliated with 
the Federal Reserve system are the Merchants 
Loan and Trust Company, the Central Trust 
Company of Illinois, the Union Trust Company 
and the Standard Trust and Savings Bank. 





Under date of September 29th, the Merchants 
Loan & Trust Company reports total resources 
of $98,626,207, with cash resources of $24,859,- 
000; loans and discounts of $57,673,726; bonds 
and mortgages, $10,679,582 and customers’ lia- 
bility under letters of credit, $4,146,798. Depos- 
its are $82,158,039, capital $3,000,000, surplus 
£8,000,000 and undivided profits $873,190. 








PERC ERI eS ae 
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The First National Bank of Chicago 


and the 


First Trust and Savings Bank 


Owned by the same stockholders and governed by the same 
board of directors, alive to changing banking conditions, offer 


to Banks, Bankers and Trust Companies efficient service. 


The facilities and experience gained during half a century, 
together with complete organization and equipment, enable 
these institutions to make a connection valuable and 


. 
| 
/ 
. 
. 


satisfactory. 


Correspondence is invited relative to the advantages 


afforded. 


Combined Deposits, $214,291,886.18 





WAR FINANCE AND BUSINESS IN MIDDLE WEST 


While New York as the nation’s money cen- 
ter, bears the brunt of international financial 
and exchange operations in connection with 
war-time conditions the banks and trust com- 
panies of Chicago are called upon to negotiate 
problems and responsibilities which are hardly 
less complex or trying in nature. The second 
Liberty Loan campaign comes in the midst of 
the period of heavy crop movements calling for 
exceptional financing this year because of the 
high prices involved. There is an unusual de- 
mand for loans on cattle brought into this dis- 
trict for feeding before shipment to market 
centers. These are the requirements of cus- 
tomers, of corporate borrowers and those en- 
gaged in war production which must be taken 
care of. It reflects a high degree of credit 
upon local banks and trust companies that 
money and financial conditions have been kept 
on a comparatively even keel in the face of 
these multiplied demands. 


At the present writing the banks and trust 
companies of this city have been practically 
converted into Government agencies for the 
raising of Liberty Loan subscriptions. That 
Chicago will meet its quota and run over the 
mark is assured, first because of the excellent 
team work and second because of the spirit 


which animates everybody engaged in the cam- 
paign. A special committee of bankers, headed 
by Mr. James B. Forgan, assisted by Messrs. 
E. D. Hulbert, George M. Reynolds and Ernest 
A. Hamill, is devoting attention to subscrip- 
tions from corporations. The Liberty Loan 
Committee of the Seventh District, moreover, 
is scouring the field as with a fine comb. Asso- 
ciated with Chairman W. A. Heath of their 
Committee and Governor McDougal of tne Fed- 
eral Reserve Bank of Chicago are the follow- 
ing: John Jay Abbott, J. E. Blunt, Jr., E. K. 
Boisot, H. W. Fenton, W. M. L. Fisket, Arthur 
Reynolds, C. H. Schweppe, Solomon A. Smith, 
H. L. Stuart, Joseph A. Rushton, C. Frederick 
Childs, William L. Ross, Watkin W. Kneath. 





Union Trust Company Growth 

Within the past six years the deposits of the 
Union Trust Company of Chicago, which re- 
cently became a member of the Federal Reserve 
system, have been practically doubled. In 1903 
deposits were $7,275,685 and in 1911 they were 
$16,470,000. The latest official statement shows 
total deposits of $34,134,768, of which $20,846,- 
000 are commercial accounts, $5,523,805 savings 
deposits and $7,250,095 due from banks. Aggre- 
gate resources are $36,951,876. 
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HONOLULU 


Trent Trust Company 


LIMITED 


Fully equipped to care for every branch 
of trust company business. Inquiries as 
to Hawaiian conditions solicited 














Growth of Trust Business in Chicago 


Some interesting figures were offered in the 
report submitted by Mr. Solomon A. Smith, 
president of the Northern Trust Company of 
this city, at the recent annual meeting of the 
Trust Company Section at Atlantic City as vice- 
president of that organization for Illinois. 
Mr. Smith quoted figures for the year 1916 
taken from the Probate Court of Cook County 
which showed that the value of estates of 
$10,000 or over probated in that year, amounted 
to $89,585,000, of which $79,342,000, was devised 
by will and that of the latter amount $26,184,- 
000 passed into the custody of trust companies. 

It is safe to conclude that this percentage of 
trust company appointments has been main- 
tained during the present year and that the 
volume of estates given to the care of trust 
companies is steadily increasing. This record 
is primarily due to the reputation which the 
trust companies of this city have achieved in 
managing estates and executing trusts. Inquiry 
at some of the principal trust departments, fur- 
thermore brings out the fact that war-time con- 
ditions have stimulated interest in the fiduciary 
services rendered by trust companies. 

One of the reasons for the growth of local 
trust business, according to Mr. Smith has been 
the systematic conduct of campaigns of educa- 
tion. He said in his report: “The Chicago trust 
companies have for a long time been conduct- 
ing campaigns of education, with the result that 
the general public is better informed as to the 
functions which they can perform and the serv- 
ices they can render, than ever before. This 
has resulted in a realization that trust com- 
panies are much better equipped for the hand- 
ling of property of persons or estates than an 
individual could be, and apart from a safety 
viewpoint, are able to render more efficient 
service.” 


An extra dividend of 5 per cent. has been 
declared by directors of the Harris Trust and 
Savings Bank, in addition to the regular quar- 
terly disbursement of 3 per cent. 


Chicago Bank and Trust Company Resources 


Compilation of the latest official returns of 
Chicago National, State banks and trust com- 
panies indicates some falling off in deposits, 
admittedly due to Liberty Loan operations. The 
decrease, however, is not of such amount as to 
cause any anxiety or presage any serious dis- 
arrangement in banking accommodation. Total 
deposits of the National banks show a decrease 
of $21,847,000, from June 20th to September 
11th and deposits of the trust companies and 
State banks decreased $28,000,000 during prac- 
tically the same period. Aggregate deposits of 
National banks are $667,880,000 and of the State 
institutions $695,000,000. 










Spokane and Eastern Trust Co. 


SPOKANE, WASHINGTON 


Incorporated 1890 





Resources - - $17,000,000 












Special attention given to collections. 
All Trust Company business solicited. 
Mortgages on improved property at lowest 
rates. 

Investment Securities bought and sold. 








ESTABLISHED 1891 


Central Trust Company 
CAMDEN, NEW JERSEY 


We cordially invite correspondence from Banks, 
Trust Companies and Corporations requiring either 
financial or fiduciary facilities in this city or territory. 
Twenty-five years of continued service. Acts as 
Executor, Administrator, Guardian, Trustee, etc. 


OFFICERS 


H. H. GRACE, M. D., President 

C. T. SHARPLESS, Vice-President 

JOHN B. CLEMENT, 2d V.-P., Sec’y and Treas. 
MONTREVILLE SHINN, Ass’t Treas. 

C. CHESTER CRAIG, Trust Officer 
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St. Louis 


Special Correspondence 


Redistribution of Government Deposits 
and Expenditures 


Faith in the ability of bankers to meet the 
extraordinary burdens of war financing and 
keep the machinery of business and trade run- 
ning freely is principally based upon faith in 
the Federal Reserve banking system and the 
pledge of the Government to redistribute de- 
posits and proceeds from war bond subscrip- 
tions equitably throughout the country. It is 
recognized that in the final analysis the huge 
Government financial operations represent in 
the main a readjustment and transfer of cred- 
its. In the ordinary course the bulk of Govern- 
ment expenditures for war supplies and muni- 
tions would remain largely in the industrial and 
financial centers of the East. Huge sums are 
doubtless disbursed in the Middle West and 
West as well as the South for food supplies, 
both in behalf of our own armies and for our 
allies. But the return would be disproportion- 
ate to the amount of money taken from these 
sections through Liberty Loan subscriptions and 
war taxes but for the avowed policy of the 
Federal Reserve Board to circulate proceeds in 
the different parts of the country, as needed, 
through the agency of the Federal Reserve 
banks. 

Crop moving requirements this season have 
been thus far safely met largely because of the 
surplus funds in country banks and the pros- 
perity existing in the farming regions. It is 
becoming increasingly apparent, however, that 
the Federal Reserve banks will have to be re- 
sorted to for a larger amount of rediscounts 
as the financial requirements of the Govern- 
ment divert funds from the customary chan- 
nels. 


The Crops and Food Supply 


More definite returns of the 1917 crops, based 
on the October summary given out by the De- 
partment of Agriculture, are calculated to re- 
move much of the anxiety which has existed 
as to the sufficiency of staple food supplies. The 
wheat crop yield is placed at 659,797,000 bush- 
els as compared with 639,886,000 bushels last 
year. The wheat yield, however, is 366,000,000 
bushels less than the big crop of 1915. The 
corn crop is the great mainstay of the food 
outlook, the indicated production this year 
amounting to 3,210,795,000 bushels as against 
2,583,241,000 harvested last year. The oat yield 
is placed at 1,580,714,000 bushels as compared 
with 1,251,992,000 bushels last year. 











ST. LOUIS UNION TRUST CO. 


Capital and Surplus - $10,000,000.00 





ST. LOUIS, MO. 


DIRECTORS 
Thos. R. Akin | John B. Kennard 
Pres. Laclede Steel Co. Pres. J. Kennard & Sons 


Joseph D. Bascom Carpet Co. 
Broderick & Bascom Rope W. A. Layman 
Oo 


: Pres, Wagner Electric 

William K. Bixby Mfg. Co. 

Robt. S. Brookings Edward Malinckreds 
Sam’l C 3 ~ President alline’ 
— Chemical Works 

August A. Busch N. A, McMillan 
Pres. Anheuser-Busch Chairman of the Board 
Brew. Ass’n. 


of the St. Louis Loy ny 
J. Lionberger Davis Trust Co., President St. 
John T. Davis 


Louis Union Bank 
Charles Nagel 

John D. Filley 

President American 


L. M. Rumsey 
Manufacturing Co. || John F. Shepley 


| President St. Louis Union 
S. W. Fordyce Trust Co., Vice-President 
John Fowler } 


St. Louis Union Bank 
George W. Simmons 
Benjamin Gratz ViewPresident Simmons 
Warren, Jones & Gratz | Hardware Co. 
Henry C. Haarstick || Thomas H. West 
Jackson Johnson Edwards Whitaker 
Chairman of the Board Pres. Boatmen’s Bank 
International Shoe Co. Charles W. Whitelaw 
Robert McK. Jones President Polar Wave 
Robt. McK. Jones & Co. |! Ice and Fuel Co. 

















Six Million Deposit Gain by Commerce 
Trust of Kansas City 

One year ago the deposits of the Commerce 
Trust Company of Kansas City, Mo., amounted 
to $22,109,185, and on September 11th last the 
total had mounted up to $28,563,761. Further 
evidence of the progressive management of this 
institution is indicated in the increase of surplus 
and undivided profits, during the same period, 
from $1,067,257 to $1,142,095. Total resources 
amount to $30,891,189 and capital $1,000,000. 

The Commerce Trust Company, within the 
past year, entered into an arrangement, by 
which its capital is held jointly by the stock- 
holders of the Southwest National Bank of 
Commerce. The resources of the latter aggre- 
gate $62,756,129, so that combined resources of 
both institutions amount to $93,647,319. 

GEORGIA: AtTLaAntA.—The new Empire 
Trust Company, has been organized with a capi- 
tal of $100,000, all subscribed. The officers of 
the institution comprise W. B. Stovall, presi- 
dent; W. A. Jones and J. C. Lusk, vice-presi- 
dent, and J. R. Neal, treasurer. 

NEW JERSEY: Lopr.—The assets and de- 
posits of the First National Bank, now in course 
of liquidation, have been taken over by the Lodi 
Trust Company, of which D. A. Himadi is 
president. 
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Pittsburgh 


Special Correspondence 
Methodical Liberty Loan ‘‘Drive’’ 


Pittsburgh bankers and trust company officials 
are leaving nothing to chance in connection with 
the second Liberty Loan. They have set a mark 
considerably in excess of the $90,000,000 which 
Allegheny county is asked to raise. Because 
of the large wages received by the big army of 
industrial workers in this district the banks and 
trust companies are all united in a campaign to 
stimulate subscriptions based on future savings 
earnings. To accomplish that every bank and 
trust company has undertaken to put out spe- 
cial installment payment facilities and every de- 
positor is being urged to make use of this ac- 
commodation. Squads of salesmen from the 
bond houses, staffs of banks and trust com- 
panies and prominent bank and trust company 
officials have taken the “stump” employing the 
noon hours, evenings and every spare minute 
to bring the needs of this war home to the 
mill workers and manufacturing hands. 

Secretary McAdoo appointed at the head of 
the committee of bankers to manage the Pitts- 
burgh campaign the president of the Union 
Trust Company, Mr. H. C. McEldowney with 
whom are associated Messrs. R. B. Mellon, 
Robert Wardrop, Harrison Nesbit and other 
leading bank and trust company officers. 





**Good Will’’ as a Bank Asset 


J. A. Price, advertising manager of the Peo- 
ple’s Savings and Trust Company of this city, 
commenting upon the need for intensive pub- 
licity on the part of banks and trust companies, 
expresses the following trite thoughts on the 
subject: 

“The bank advertising manager may properly 
be called its sales manager. His job is to get 
distribution on “Good Will”’— a bank’s stock 
in trade—the elements which supply all nour- 
ishment to all banks. Without good will any 
bank falls. Up until recently, the banks have 
been picking the berries off the top of the 
bushes. Now comes the time when they must 
start the intensive cultivation of their particu- 
lar field. The proper kind of advertising is 
what most banks will have to come to sooner 
or later, if they hope to maintain, or extend 
their position.” 





The Fidelity Title & Trust Company of Pitts- 
burgh and the Commercial Trust Company of 
Philadelphia are receiving deposits of bonds, for 
the bondholders committee, of the first consoli- 
dated 50 per cent. bonds of the Fort Wayne & 
Wabash Valley Traction Company. 





FIDELITY 
TITLE AND TRUST 
COMPANY 


341-343 Fourth Avenue 
PITTSBURGH, PA. 


Capital, Surplus and Undivided Profits 


| Over $8,000,000.00 


Solicits checking accounts 
Makes loans on approved collateral 
Acts in all Trust Capacities 





Pittsburgh Brevities 


President Alexander Dunbar of the Bankers’ 
Club of Pittsburgh is arranging to obtain data 
with reference to the express charges now be- 
ing paid by local banks on currency shipped in 
for pay-roll purposes, and also to secure infor- 
mation as to the convenience and desirability of 
having a local Discount Committee to handle 
such needs as Pittsburgh might have from 
time to time with reference to re-discounting. 

The Union Trust Company has paid its usual 
quarterly dividend of 25 per cent. and an ex- 
tra dividend of 10 per cent. The company has 


Trust Company of Georgia 
ATLANTA 


Capital and Surplus 


ERNEST WOODRUFF 

JOHN E. MURPHY.. 

JAMES H. 

JOHN N. GODDARD 

GEO. B. PENDLETON........ Sec. and Treas. 
JOHN K. McDONALD Trust Officer 


We are especially equipped to serve Banks and Trust 
Companies in various Financial or Fiduciary capacities. 


Correspondence Invited. 
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32nd YEAR OF SERVICE 


Mercantile Trust & Deposit Company 
OF BALTIMORE 
Capital, Surplus, and Undivided Profits, $4,695,402 


Largest capital and surplus of any financial institution in Maryland, or any Southern State. 


We offer our services in any or all of the capacities properly exercised by Trust Companies, 
and will give the most careful attention and the benefit of our long experience to all matters 


entrusted to our care. 
FRED G. BOYCE, Jr., Vice-President 


PRallimore 


Special Correspondence 
Trust Companies Set the Pace in Baltimore 


In this city, as elsewhere, trust companies 
are among the foremost and largest Liberty 
Loan subscribers. At a monster mass-meeting 
held in this city the first subscription announced 
was one of $3,500,000 by the Mercantile Trust 
and Deposit Company, closely followed by an- 
other subscription of $3,000,000 by the Fidelity 
Trust Company. The finish of the campaign 
will doubtless show that the trust companies 
have been the heaviest subscribers in Baltimore. 
It is also of interest to note that the Maryland 
3oard of Public Works has taken $450,000 of 
sinking funds available from the State loans for 
investment in the second issue of Government 
war bonds. 

Business in Baltimore keeps up at record pace. 
From the standpoint of stimulating exports 


‘from this port, extension of shipping, ware- 


house and industrial facilities as well as in at- 
tracting large amounts of new capital the war 
has proven to be somewhat of a blessing in 
disguise. Much of this improvement and ex- 
pansion is of a permanent character. 





Marked Increase in Fiduciary Business 


In the report presented by Mr. Fred G. Boyce, 
Jr., vice-president of the Mercantile Trust and 





CONDITION OF BALTIMORE TRUST COMPANIES 


A. H. S. POST, President 





Deposit Company of Baltimore at the recent 
annual convention of the Trust Company Sec- 
tion, A. B. A., and as vice-president of that 
Section, he comments upon the growth of fidu- 
ciary business held by trust companies as in 
some instances amounting to about 100 per cent. 
increase during the past year. Directing atten- 
tion to the fact that the total resources of the 
trust companies of Maryland increased $17,000,- 
000 during the past year, bringing the aggregate 
last June up to $122,000,000 Mr. Boyce said 
further : 

“The trust companies of this State, through 
various advertising media as well as by per- 
sonal solicitation, have been making a strong 
bid for fiduciary business and reports of prog- 
ress are very gratifying, some estimating an 
increase of about 100 per cent. during the past 
year. The excellent service rendered the nation 
by the trust companies throughout the country, 
in connection with the Liberty Loan, was 
strongly evidenced in Maryland. Of the total 
subscriptions of $37,036,300 entered by this 
State, $15,319,000, or about 41 per cent., was 
subscribed to, by and through the trust com- 
panies.” 


John M. Dennis, president of the Union Trust 
Company of Baltimore and Treasurer of the 
State of Maryland, and Robert D. Hopkins of 
Baltimore have been elected directors of the 
Baltimore Tube Company, to fill vacancies 
caused by the resignations of Henry M. Keith 
and Edward S. Hyde, both of New York. 





: Surplus and An. 

Capital Undivided Profits Deposits Par Bid Ask Div. 

ettenaee THE Gi acc viii vs cvavee $1,000,000 $2,422,619.95 $12,109,527.20 50 158 aaa 16% 
oe ee eer 300,000 89,488.31 1,393,804.39 25 25 28 5% 
Continental Trust Co............... 1,350,000 1,595,603.28 9,106,982.01 100 181 12% 
Equitable Trust Co................. 1,000,000 420,708.16 8,945,384.88 | Eaeae 40 6% 
Paaerey Braet Co... ccccsccviscss ss. 1000000 1,437,197.84 12,418,387.36 100 305 , 15% 
Maryiane Trust Co... ..65e. ccc caee 1,000,000 262,945.87 8,229,829.06 100 100... 5% 
Mercantile Trust & Deposit Co...... 1,500,000 3,345,940.98  17,079,566.30 50 212 215% 18% 
Safe Deposit & Trust Co............ 600,000 2,823,348.95  10,793,485.60 100 700 a 30% 
Security Storage & Trust Co......... 200,000 123,501.76 406,713.02 100 165 175 10% 
Title Guarantee & Trust Co......... 200,000 231,227.89 2,764,244.81 100 190 sa 10% 
a Se 500,000 388,788.84 5,718,059.99 50 100 10% 


Revised by Hambleton & Co., Bankers, Baltimore. 
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THE OHIO SAVINGS BANK & TRUST CO. 
TOLEDO, OHIO 
Capital, Surplus and Undivided Profits, over $1,300,000 


We invite correspondence from banks, trust companies and corporations desiring fiduciary or 


financial representation in this city. 


Prompt and efficient service, based on 


experience and thorough equipment 


Officers 


Joun Cummincs, Chairman 
Wituram Harpee, President 


H. [. SHepuernp, Vice-President 
Georce M. Jones, Vice-President 


Cleveland 
Special Correspondence 


Expansion of Bank and Trust Company 
Resources 


There are few States in which the volume of 
banking and trust company resources, as com- 
pared with population, attains such a high rate 
per capita as in Ohio. While the fertility and 
industrial prowess of the commonwealth fur- 
nish ample basis for this banking wealth the 
large aggregate is mostly due to intensive bank- 
ing methods and especially to the live campaigns 
for savings accounts. Reviewing the prosper- 
ous condition of Ohio trust companies, State 
and private banks, numbering in all 776, the 
Superintendent of Banks, P. C. Berg, places 
aggregate resources at $959,977,500, according 
to September 11th returns, or an increase of 
$124,701,553 during the past year. Deposits, 
amounting to $843,495,259, represent a gain of 
$110,044,279 ; loans and discounts increased $71,- 
722,674; total reserve increased $2,042,855 in 
State banks and trust companies while Govern- 
ment bond investments increased $17,962,141, 
due largely to purchase of Liberty bonds. Sav- 
ings deposits aggregate $411,091,000. 


Guardian Savings and Trust Company 
of Cleveland 


The latest official financial statement of the 
Guardian Savings and Trust Company of Cleve- 
land shows aggregate resources of no less a 
total than $51,095,584, inclusive of $5,821,859 
cash on hand and in banks; U. S. municipal and 
other bonds and stocks of $17,678,228; loans se- 
cured by approval collateral and first mortgages 
on real estate $23,992,234. Deposits reveal a 
steady increase to $45,101,876, with capital of 
$2,000,000, surplus fund, $2,000,000; payments 
on subscriptions to ~increased capital stock, 
$1,483,081, and undivided profits of $483,081. 
The Guardian is a member of the Federal Re- 
serve system. 


Epwarp KirscHner, Cashier _ 
Cuartes A. Frese, Ass’t Casbier 


Seymour H. Horr, Ass’t Cashier 
Frank P. Kennison, Trust Officer 


Cleveland Brevities 

Aggregate assets of the Cleveland Trust Com- 
pany have increased to $58,877,464, with depos- 
its amounting to $53,323,726, capital $2,500,000, 
surplus and undivided profits $2,654,359. 

J. A. House, vice-president of the Guardian 
Savings & Trust Company, and connected with 
that institution for 21 years, will shortly leave 
the banking field to associate himself with the 
ore and coal firm of M. A. Hanna & Company. 

The Citizens Savings & Trust Company have 
opened a clearing account with the Federal Re- 
serve Bank of Cleveland, incidentally coritribut- 
ing a substantial addition to the gold stocix of 
the Federal Reserve bank. 

Alva Bradley has been elected a member of 
the directorate of the Cleveland Trust Com- 


pany, filling a vacancy. Mr. Bradley is a son 
of M. A. Bradley. 


Statement of the Ownership, Management, Circula- 
tion, etc., Required by the Act of Congress of 
August 24, 1912, of TRUST COMPANTSS, 
Published Monthly at New York, N. Y., for 
October 1, 1917. 


State of New York },,. 
County of New York § oe 

Before me, a Notary Public in and for the State and 
county aforesaid, personally appeared Christian A. “uhnow, 
who, having been duly sworn according to law, deposes and 
says that he is the Publisher of the TRUST COMPANIES 
MAGAZINE and that the following is, to the best of his 
knowledge and belief, a true statement of the ownership, 
management (and if a daily paper, the circulation), etc., of 
the aforesaid publication for the date shown in the above 
caption, required by the Act of August 24, 1912, embodied 
in section 443, Postal Laws and Regulations, printed on the 
reverse of this form, to wit: 

1. That the names and addresses of the publisher, editor, 
managing editor, and business managers are: 

Publisher, Christian A. Luhnow, 55 Liberty St., New York 

City, N. Y. 

Editor, Christian A. Luhnow, 55 Liberty St., New York 

City, N. Y. 

Managing Editor, None. 
Business Manager, M. O. Henderson, 55 Liberty St., New 

York City, N. Y. 

2. That the owners are: 

Christian A. Luhnow, 55 Liberty St., New York City, 
N. Y., Sole Owner. 

3. That the known bondholders, mortgagees, and other 
security holders owning or holding 1 per cent. or more of total 
amount of bonds, mortgages, or other securities are: None. 

Curist1an A. Lunnow. Publisher. 

Sworn to and subscribed before me this 3d day of Oct. 1917. 
[Seal.] Albert H. Rubenstein, 

Notary Public, New York County No. 152, Reg. No. 3100. 

Certificate filed in New York County. 

(My commission expires March 30, 1918.) 








